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From The Editor 


HE ECONOMY IS SLOWING DOWN, INFLATION IS AT A 
| 13-year-high and the central government is 
careening on the brink of a precipice. But this 
downcast picture does not appear even as a speck on 
the horizon of students at India's leading B-schools. Also, 
in stark contrast to the rest of the world, zero is not a dirty 
word to this universe of young adults—not surprising since 
the only zeros they can see appear in the last five or six dig- 
its of their (expected) future pay cheques. The sixth 
Business Today-Nielsen Survey of India's Best B-schools 
throws up a few expected findings, as well as some new 
trends. 1M Ahmedabad continues its reign as India's lead- 
ing B-school, the sixth successive year it has held on to that 
position, but I must add a caveat here. The Indian School 
of Business, Hyderabad, was recently ranked #20 on a list 
compiled by London's Financial Times of the Top 100 B- 
schools in the world—the only Indian school to make it to 
that list. But it offers only one-year management courses, 
and, so, does not qualify for our survey, which considers 
only B-schools that offer two-year programmes. 
Nevertheless, we have a feature on ISB, which, if eligible, 
would definitely rank among the best, if not at the pole po- 
sition. While on the subject, let me add that IIM-A and IIM- 
C have recently launched one-year 
programmes, which have already be- 
come hugely popular, prompting sev- 
eral other L schools to follow suit. 

You think all management grads 
think only about money? Well, yes 
and no. We have profiled two young 
ladies, both students of IIM-A, who 
have very different ambitions for 
themselves. As India globalises and 
the world “shrinks” even further into a so-called global vil- 
lage, managers will be increasingly called upon to manage 
cross-cultural teams across geographies. Can the skills re- 
quired to succeed in such an environment be taught in a 
classroom? Our cover package (page 38), which ranks 
India's top B-schools, also deals with such, and many 
other, issues. 

Malvinder Singh, erstwhile promoter of Ranbaxy 
Laboratories, India's largest pharmaceuticals company, has 
sold his flagship to Japan's Daiichi Sankyo, and has agreed 
to stay on in the company as a professional CEO. Why did 
he take this step? And what does it mean for the Indian 
pharma industry? Read about it in Malvinder's Sweet 
Deal (page 128). Rahul Bajaj's younger son Sanjiv has taken 
the recently hived off financial services arm of Bajaj Auto 
and carved out a significant financial services empire (see 
Sanjiv's Bajaj, page 138). And, as mentioned at the be- 
ginning of this letter, the feel-good factor of six months ago 





- has been replaced by a more circumspect let’s-see-what- 


happens kind of a feeling. So, Is the India Growth Story 
dead? I don’t think so, though the economy will cer- 
tainly go through a period of pain (see page 15). 


Sawjoy hearyan 


SANJOY NARAYAN 
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Hike Was Inevitable 

AT LAST, THE GOVERNMENT COULD 

summon up the courage to increase 

LPG, petrol and diesel prices. It must | 
have come as a huge relief for the oil 
PSUs, even though the retail price hike 
is too meagre and doesn't reflect the | 
soaring global crude prices that have | 
been hovering around $135 per bar- 
rel. If the common man is compla:n- 

ing, it's because the rise was too large 

to cope with in one go, and has also 

led to a sharp spike in the prices of 





In a Tailspin 

YOUR FEATURE ON THE DOMESTIC AIR- 
line industry (Mayday, Br June 29, 
2008) was an eye-opener. The air- 
lines seem to be caught between the 
devil and the deep sea. They are 
being made to pay through their 
nose for fuel, the prices of which 
have more than doubled in a short 
span of time, but they can't pass on 
the same to the passengers for fear of 
driving them away. The problem 
seems to be worse for the low-cost 
airlines whose very existence is now 
threatened. Can't the government do 
something to bail out these airlines 
from their current plight? If it won't, 
then who will? It should begin by 
looking at ways to reduce the price 
of ATF—by reducing the various 
duties and taxes on it—as well as 
take steps to improve infrastructure 
at airports. All these measures will 
surely help airlines to improve their 
efficiency and cut operational costs. 
As any frequent air traveller in the 
country will vouch for, it's quite 
routine for flights to circle above 
airports or to be diverted to nearby 
destinations because of congestion at 
all the major airports. 

B. RAJASEKARAN, through e-mail 


Innovations Hold the Key 


YOUR COVER STORY, TICK-TOCK, TICK- 
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everything else. 


BAL GOVIND, through e-mail 


i 


tock, Tick-tock...(BT, June 29) was 
well-timed. There’s very little we 
can do to stem the rising prices of 
crude and have to take the hit. 
However, as your story points out, 
we must increase our efforts and 
explore alternate sources of energy. 
While measures like plugging leaks, 
loss in transit and economic use of 
fuel etc., are important, steps for 
tapping new energy sources—solar, 
wind, bio-fuels, nuclear fuel etc.— 
have now become a necessity. For 
example, all the water pumps in 
agricultural fields can be changed 
to solar-powered ones. The gov- 
ernment, on its part, should incen- 
tivise the manufacturing of hybrid 
and battery-powered cars. Such in- 
novations can reduce our depend- 
ence on fossil fuels and help bring 
down the overall demand for oil. 
A. JACOB SAHAYAM, through e-mail 


Gung-ho on Retail 

THE BOOMING RETAIL INDUSTRY HAS 
created multiple growth oppor- 
tunities around itself. This aspect is 
beautifully captured by your story 
(Retail Wars, Br June 15), which 
points out how the retail sector has 
become a large employer of peo- 
ple. There is another implication 
of the growth in retail; it has led 
some B-schools in the country 





launching retail-specific courses 
to keep up with the growing 
demand for skilled manpower 
from this sector. Moreover, grow- 
ing competition among several re- 
tailers will only mean sweet deals 
for the buyers. Farmers stand to 
gain, too, as retailers directly pro- 
cure vegetables from them, weed- 
ing out the profiteering middlemen 
from the scene. 

MAHESH KUMAR DADRWAL, through e-mail 


In Need of Stiff Measures 
IT IS A FACT THAT OUR ENERGY REQ- 
uirements have gone up signifi- 
cantly over the last decade. And 
it’s not just India. The demand for 
oil across Asia has risen substantially 
to keep the growth engines hum- 
ming. Governments can’t go on 
subsidising oil. So, hiking fuel prices 
is the only solution. Also, the gov- 
ernment should launch a drive to 
educate people to use oil judi- 
ciously. Long years of subsidies 
have made people take cheap oil 
for granted. Phasing out subsidies, 
though a drastic measure, will help 
create an environment of respon- 
sibile consumption among people. 
R.K. SUDAN, through e-mail 
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MBAs That Matter 


I LAST COUNT, THERE WERE MORE THAN 1,400 
Bi business schools (B-schools) in India. If 
that number looks suspiciously big, it's because more 
than 95 per cent of them don't really matter. Why the 
number of B-schools is growing and why almost all of 
them continue to be in business is explained by a grow- 
ing demand for management education in the country. 
Like in other parts of the world, an MBA degree Is often 
seen as a ticket to lucrative corporate jobs. Nothing 
wrong with it (although, it is debatable if the focus of an 
education programme should be on higher salaries 
rather than on, say, imparting meaningful skills), except 
that most MBAs that pass out of such schools are hardly 
ready-to-use managers. 

Don't blame the students, though. The state of 
management education in the country points to a 
larger problem: the system that governs education—and 
not just management education—is broken. Take 
accreditation of business schools, to begin with. The All 
India Council for Technical Education (AICTE) is the 
approving authority for all technical programmes, in- 
cluding MBAs, in the country. On paper, AICTE has 
elaborate guidelines on how institutes of technical 
education in the country must be run, but in reality, its 
workings are pretty whimsical, to put it mildly. There 
are specific requirements in terms of the physical size of 
an institute and faculty-student ratio. However, the fact 
that the quality of education drops precipitously 
after the top 50 institutions suggests that AICTE’s 
scrutiny isn't good enough. 

The single-biggest problem facing the majority of B- 
schools is the lack of quality faculty. There just aren't 
enough teachers of management around; most of those 








Class of IIM-A: Few will return as teachers 


who do their MBAs or fellowships in management, 
end up in corporate jobs rather than on B-school 
campuses as teachers. After all, young managers make 
more money than even seasoned faculty at most 
business schools. 

Given that a growing economy needs thousands of 
managers for sectors ranging from agriculture to serv- 
ices to manufacturing, the country has no choice but to 
ensure that many more B-schools become institutions 
of quality learning. Stricter enforcement of regulatory 
norms, better salaries for faculty, cheaper and more 
abundant loans for education, and certification of 
industry practitioners interested in teaching are some 
ways in which this problem can be addressed. But 
that requires concerted efforts of all the stakeholders 
concerned—governments, B-schools, banks and 
industry. Nothing less will do. 


Fear Not Takeovers 


HE TAKEOVER OF INDIA'S BEST-KNOWN DRUG MAKER, 

Ranbaxy Laboratories, by Japanese innovator com- 
pany, Daiichi Sankyo, may have evoked a sense of 
disbelief all around. Yet, fears about the end of cheap 
drugs seem misplaced. True, Indian pharma manu- 
facturers have been the price warriors for a long time, 
both domestically and internationally. Think Cipla 
(and Ranbaxy), and its pathbreaking low-cost anti- 
AIDS drugs come to mind. However, it would do us well 
to remember that Indian pharma companies honed their 
copycat skills in an era when process patent was the 
norm. Now, with the era of product patents having 
arrived, it is a long, bruising haul up the value chain for 
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Indian drug makers. Thanks to growing competition, 
prices of generic drugs have declined alarmingly over 
the recent year. Ranbaxy discovered that sometime 
ago, as its US sales flattened. Other Indian companies, 
too, are facing identical pressures. Ranbaxy has just been 
the most proactive in seeking a solution. 

Does the present deal really mean the end of inex- 
pensive drugs in India? One would imagine not, since 
globally there is mounting pressure to reduce healthcare 
costs (read: lower drug prices). Innovator companies are 
under pressure to cut costs of drug discovery. Take the 
case of Japan, where the government is promoting 
generics in a big way. According to estimates, the 
country's medical costs are expected to swell by 70 per 
cent to 56 trillion yen by 2025 from 33 trillion yen in 
2005. It is a no-brainer that the Japanese government 
wants generics to account for 30 per cent of prescrip- 
tions by 2012, up from the current 17 per cent at 


Sign the N-deal, Call 


TS BEGINNING TO LOOK LIKE A TIRED SCRIPT: PRIME 
Minister Manmohan Singh is again pushing for the 
Indo-us nuclear agreement; and the Left parties, led by 
the CPI(M) and its General Secretary Prakash Karat, 
are once again standing in the way of this landmark deal 
going forward. The arguments put forth by both sides 
are also old hat. As the government careens precipitously 
on the brink, neither side is budging from its stand. At 
the time of going to press, the Left parties had roped in 
senior UPA leader and DMK supremo M. Karunanidhi to 
try and find a way 
out of this muddle. 
It’s a depressing 
scenario, and none 
of the players has 
quite covered itself 
with glory. Singh, 
who can be justifi- 
ably proud of his 
legacy as Finance 
Minister in the P.V. 
Narasimha Rao gov- 
ernment for having 
ushered in economic reforms, now finds himself caught 
between the devil and the deep sea. He obviously 
lacks the political capital to push through what will, if 
it comes to pass, be the crowning achievement of his 
reign as Prime Minister. If, on the other hand, he gives 
in to the demand from his allies—as well as some ele- 
ments in his own party and government—to sacrifice the 
deal, he will go down in history as the Prime Minister 
who lacked the courage to back his conviction. Congress 


SIPRA DAS 
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UPA dilemma: Right time to strike out Left opposition to nuke deal? 


present. No surprises then that the present deal, sewed 
up in less than six months, is said to have been helped 
along by Japan’s political leadership. 

The same issues abound in other parts of the 
developed world. Moreover, it would be worthwhile to 
remember that India’s pharma industry is highly frag- 
mented. Ranbaxy, despite being the largest company in 
India in terms of sales, did not have a market share 
beyond single digits. Daiichi, which had no presence 
whatsoever in the generics space, has bought Ranbaxy 
as much for its low-cost structure as for the Indian mar- 
ket, which will boom in the years to come. Will that 
low-cost structure be disrupted by the deal? Not at all. 
And even in case of new patented drugs, innovator 
companies do desperately want a piece of the growing 
Indian market. Consider Merck, which has decided to 
sell its patented drug, Januvia, for Type II diabetes, in 
India at nearly a fifth of its price in the us. 


the Left’s Bluff 


President and UPA Chairperson Sonia Gandhi will have 
to take the final call on the matter, and though she has 
publicly backed Singh, her personal inclinations 
remain a matter of conjecture. While her survival 
instincts—and the probability of coming to a post-poll 
understanding with the Left parties in the event of a frac- 
tured mandate in the next elections—may prompt her 
to play for safety, the reported decision of the Prime 
Minister to resign if the deal falls through seriously 
limits her options. The smaller constituents of the UPA, 
too, have publicly 
backed the Prime 
Minister, but they are 
understandably jittery 
at the prospects of 
an early election. 
None of them has 
strong views either 
for or against the 
deal and their stands 
are driven entirely by 
considerations of 
political survival. 
But the time for dithering is over. If the current 
window of opportunity closes, future US administrations 
may not be willing to grant India such a generous deal. 
That’s why Business Today feels the government should 
call the Left’s bluff and go ahead with the deal. At 
worst, it will mean advancing elections by about six 
months. That’s a small price to pay for securing the 
country’s energy—and, if one accepts the Left’s 
interpretation—strategic future. W 





Has the India Story Ended? 


The global economic tide is ebbing, and India will 
feel its pinch for some more time. RISHI JOSHI 


hie.) 
Will they be back?: Government is battling to tame inflation and manage growth 

AMPLE THIS: INDIA'S GDP EXPANDED BY 9 PER CENT IN 2007-08 MAKING IT 
S the third year in a row when the economy grew at or more than 9 per 

cent. This prompted many economists to say that the country’s 
economy had changed gears and moved permanently into a higher 
growth trajectory. It was also thought that the India Growth Story, 
driven largely by domestic demand and consumption, was insulated 
from global trends. The growth figures till the beginning of 2008 appeared 
to bear out these theses and it seemed that the economy would continue 
to clock strong growth for several years to come. 

Then, storm clouds started gathering over the global economy. The sub- 
prime crisis sparked off a slowdown in the us. And the runaway rise in the 
global prices of crude oil, metals and food began to hit home. The domestic 
economy is being buffeted by a double whammy in the form of high in- 
flation—which hit a 13-year high of 11.05 per cent for the week ended 
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The fortnight's burning question 


WILL THE INFLATION 
RATE COME DOWN TO 
LESS THAN 8 PER CENT 
IN Q2, 2008-09? 


No. Siddhartha Roy, Economic 
Advisor, Tata Group 

It may be optimistic to expect the in- 
flation rate to come down to that 
level over the short term. But if the 
monsoon is normal as forecast, food 
prices should start falling by 
September-October and the impact 
will be felt only by November. So, 
the inflation rate may come down 
over the medium term. 


The effect of global crude oil prices 
will continue to be felt. But with 
the Met projecting a better-than- 
normal monsoon, prices of agricul- 
tural commodities should see a de- 
cline in the months ahead. If we are 
able to check the prices of industrial 
inputs and raw materials, then in- 
flation may well come down to 8 
per cent by the end of the second 
quarter of 2008-09. 
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June 7, 2008—and, consequently, high interest rates. These have 
combined to significantly slow down consumer demand. Says Bimal 
Jalan, Former RBI Governor: “It’s a difficult year and various 
macro-economic variables are impacting our economy due to the un- 
certain global environment." Adds D.K. Joshi, Principal Economist, 
Crisil: “We have not yet de-coupled from the global economy.” 
RBI’s policy response to combat the problem has been to further 
tighten monetary policy—it hiked repo rates recently, after hiking CRR 
in April by 50 basis points, which drained out Rs 18,500 crore from 
the banking system. Along with the hike in fuel prices, the rise in the 
repo rate is expected to take a further toll on the economy. Says Jalan: 
“It might slow economic growth but it was the right thing to do.” 
Rising interest rates over the past one year have hurt demand in sec- 
tors like automobiles, con- 
sumer durables and real 
estate. As a result, manufac- 
turing, which was the main 
driver of growth over the last 
couple of years, has slowed 
down significantly. It grew 
just 8 per cent last year against 
the 12 per cent growth in 
2006-07, and this trend is 
likely to continue. The Index 
of Industrial Production (IIP) 
for April 2008 indicated a 
growth of just 7 per cent, 
compared to 11.3 per cent in 
the corresponding month last 


INDIAN ECONOMY 
SLOWDOWN AHEAD 





พ Rising global commodity prices to year. The latest interest rate 
build inflationary pressures _ hikes is likely to aggravate the 

m High inflation likely to impact demand situation further. 

s Global slowdown will impact capital What these developments 
flows into the economy demonstrate is that despite 

s High interest rates to hurt domestic consumption being 
manufacturing and consumer demand ^— },¢ key driver of India’s 


growth, the country is not 
immune to developments in the global economy. Economists feel that 
high commodity, particularly oil, prices will lead to sustained dou- 
ble-digit inflation in India, which will hit domestic demand. Then, 
exports, both services and merchandise, are still highly dependent on 
the fate of the Us economy. These factors will hurt growth, which 
may dip to below 8 per cent, according to some estimates. Says Jalan: 
“The financial sector across the globe is closely interlinked. It’s 
difficult to insulate our economy completely from the us slow- 
down or rising commodity prices across the world.” 

Analysts now say that much of India’s remarkable perform- 
ance over the last three years was the result of favourable 
economic conditions the world over. A benign inflation rate and low 
interest rates also played lead roles in the script. Says Joshi: “We do 
have our domestic strengths. But there is no doubt that the global 
boom was also responsible partly for our growth story.” The rising 
global tide, which lifted all the boats, also lifted India. Now that the 
tide is ebbing, expect India to also feel the pinch. 


14 BUSINESS TODAY JULY 13 2008 





Q&A 


“Tie-up With Jet a 
Win-Win Deal” 


AMES HOGAN, CEO OF ABU DHABI CAR- 

rier Etibad, was in India to announce 
a tie-up with Jet Airways. He met BT’s 
Kushan Mitra to discuss his company’s 
expansion plans. Excerpts: 


Why have you tied up with Jet Airways? 

We wanted to tie up with the best airline 
in India, but beyond that, we both 
wanted to offer our passengers a choice 
of onward connections. Jet Airways 
passengers to Abu Dhabi can now fly be- 
yond on code-shared flights with Etihad 
and passengers on both airlines can 
earn frequent flyer miles on each other. 


What about your own expansion plans? 
We currently fly into four Indian cities, 
and in August, we will start flights to 
Kochi and Kozhikode. Next year, we 
will add Kolkata and Jaipur to our 
map. We also want to start services 
to Bangalore and Hyderabad, but we 
will not expand indiscriminately. 


Etihad has grown from nothing to a fairly 
large international carrier, but people argue 
that Gulf-based carriers get state bene- 
fits. Your comments... 

The government of Abu Dhabi is pro- 
moting us because it sees Etihad as an 
integral part of making Abu Dhabi a 
‘destination’. In 2009, the city will 
have an F1 Grand Prix; there are 
theme parks and famous museums 
such as the Guggenheim also coming 
up. But it is not a charity. We pay 
market prices for fuel, and our tax 
breaks are not unique. And we hope to 
break even by 2010. 


ษ ง พ ก ห ง [ห น 


BOSCH 
Invented for life 





fh 
/ 
ee 


j 


L 
E 


y 


W j J 
in the year 


its annual sales amounting to 


d ง 


๐ 
“ส 
oO 
เซ 


." , f -- 
^ 
| i 


2 

/ 
* 
iL. 


ad 


a 


Md 


if 


MENS 


` 
P = ANO. 3 
- m ve + 
SA 


FT 


d \ 
# 4 

"n LA 
J ^ d 
Pa 


À 
«#7 
F » 


1 


novation from Bosch: The Bosch group represents great innovative 
rength, resulting in beneficial solutions for the future. Over 29000 
sociates work in Research and Development globally. 
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Monsoon Cheer? 


HE INFLATION RATE TOUCHED A 

13-year high of 11.05 per cent 
for the week ended June 7, 2008. 
The big question now is: will the 
projected above-normal monsoon 
this year result in a bumper kharif 
harvest and a softening of food 
prices? Says B.P. Yadav, Director, 
Indian Meteorological Department: 
“We are anticipating a regular mon- 
soon season this year with surplus 
rains in some parts of the country." But that alone may not be enough. 
Farmers have already begun sowing almost a month ahead of schedule due 
to the early rains, but experts say that continual and stable rains over the 
next three months will be crucial. “July, August and September are criti- 
cal months for paddy cultivation," says Madan Sabnis, Chief Economist, 
NCDEX. If IMD's projection is on target, then experts expect an increased out- 
put of rice and oilseeds crops. 

However, economists aren't very sure whether this will cool inflation, 
primarily because of the steep hike in fuel prices. Sabnis says that while a 
good monsoon can lead to an increased output of kharif crops, inflation 
will be difficult to contain. *It is commodities like mustard and chana (both 





rabi crops) that are fuelling the rise in inflation," he says. 


ROHIT VISWANATH 





PEs Get Picky 


T SKIES, SAYS BRETT WHITE, PRESIDENT AND CEO, CB RICHARD ELLIS, ARE 
still clouded and the forecast, for capital investments in the commercial 
realty sector in India, remain gloomy. *Most PE funds in the us have adopted 





a wait-and-watch policy for their 
India investments," he says. The 
good news is that the demand-sup- 
ply ratios are very positive for com- 
mercial real estate. “But increas- 
ingly, PE players are looking to invest 
at the project level through spvs 


PE PLAYER: Lehman Brothers Real Estate 

project: Unitech's 100-acre commercialcom- rather than at the enterprise level, as 
plex on Western Express Highway, Mumbai growth options are limited in the 
AMOUNT INVESTED: $175 million latter option," says Sandeep Singh, 
PE ค น เพล: Yatra Capital and Saffron India Real Director, Capital Markets Group, 
Estate Fund Cushman & Wakefield. Also, PE 
PROJECT: Parsvnath's redevelopment of BEST companies are including “para- 
Bus Depot, Kurla, Mumbai chute” clauses. “That means such 
AMOUNT INVESTED: Rs 186 crore deals are structured to allow the 
PE PLAYER: Merrill Lynch investor a safety option. If the proj- 
PROJECT: DLF's middle-income residential proj- ect goes kaput, it’s the investor who 
ects in Chennai, Bangalore, Kochi and Indore will be bailed out first rather than 
AMOUNT INVESTED: Rs 1,481 crore 
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the promoter," says Singh. 
TEJEESH N.S. BEHL 





FROM CHINA 





FTER CHINESE TOYS, CHINESE 

watches and Chinese con- 

sumer durables, it's now 
the turn of Chinese workers to 
enter the Indian market. A few 
Indian companies have hired 
skilled and semi-skilled Chinese 
workers to work on large infra- 
structure projects. Reliance - 
Industries is believed to have 
started this trend, when it awarded 
a part of the contract to build its 
1,400-km East-West gas pipeline 
connecting Kakinada in Andhra 
Pradesh to Baruch in Gujarat to 
the China Petroleum Pipeline 
Bureau, which "imported" about 
1,200 Chinese workers to exe- 
cute the project. "We awarded 


THE REASONS 


There are several thousand Chinese 
Here s why 


workers in india 


he contacts on the basis of a 





"There's an acute shortage of 
skilled and semi-skilled workers in 
India. And, Chinese workers, 
though not necessarily cheaper, 
are known to be more produc- 
tive," says |. Syam Prasad Reddy, 
Managing Director of the 
Hyderabad-based Indu Projects. 

Though no reliable estimates 
are available on the number of 
foreign workers in India, some 
executives say the number could 
be between 5,000 and 10,000 
in South India alone. 

E. KUMAR SHARMA 
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Deposit Rates Fly North A HYBRID 


HE BIGGEST TRIGGER FOR INTEREST RATE HIKES IS THE INFLATION RATE THAT 
has zoomed to a 13-year high of 11.05 per cent for the week ended 
June 7 this year. This is twice the RBIs projected inflation rate of 5-5.5 per 
cent for 2008-09. Inflation has clearly moved into a dangerous zone, which 
will now push the interest rates higher. No wonder, bank deposit rates are 
expected to rise between 100 and 150 Brs by the end of 2008. 
B. Sambamurthy, Chairman & Managing Director of Corporation 
Bank, says there is definitely a case for an increase in deposit rates over the 
short term. “But it’s difficult to predict 
MOVING UP the long-term interest rate scenario,” he 
adds. Following RBI’s move to hike 
repo rate by 25 basis points in June this 
year to 8 per cent, banks are now 
seriously considering revising their 
deposit rates upward by at least 25-50 
basis points (BPS). For example, Vijaya 
Bank has increased its deposit rate by 
30 BPS to 8.80 per cent for tenures of 
1-2 years, while United Bank of India has raised its rates by 50 BPS to 8.5 
per cent. The big boys of the banking sector, like the State Bank of 
India, which hiked rates by 25-50 BPS on June 1, and icici Bank are 
watching the situation ahead of RBi's July monetary policy review. 
Meanwhile, lending rates are already under pressure as a result of tightening 
liquidity and the increase in the repo rate. *The cost of funds (deposits) has 
a direct bearing on lending rates," says a banker. The stage is, thus, set for 
an across-the-board hike in both the deposit and lending rates. 
ANAND ADHIKARI 








Rent Your Flix, From Home 


T'S A RS 750-CRORE INDUSTRY, SMALL 
by most standards, but it's still at- 
tracting the attention of the new 800- 
pound gorilla in the Indian media 
space aka R-ADAG, which has launched 
Bigflicks.com, its movie rental arm 
that also offers online and offline 
movie rental services with a library of 
over 15,000 titles. “Our usp will be 
our offline and online model. We 
are the biggest player in this space, and offer over 1,000 titles via our broad- 
band division alone,” says Kamal Gianchandani, coo, BIG Flix. Where it 
differs, from the prime mover, seventymm.com, in this space is its strategy 
of actually launching over 200 stores this year; it plans to eventually 
take this up to 500 stores in three years. The market is clearly booming, ac- 
cording to the FICCI-PwC report on media in 2008. This segment ac- 
counted for 8 per cent in 2007 of the overall film industry's revenues and 
this is projected to double to Rs 1,500 crore by 2012. Watch this space. 
SHAMNI PANDE 
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P-WATCH 


OPENINGTHE SKIES? 


IVIL AVIATION MINISTER PRAFUL PATEL IS BUSY THESE 
( dive fighting for the rights of younger Indian car- 
riers to fly on international routes. According to the 
rules, an airline needs to have been in operation for 
five years and have a fleet of at least 20 aircraft to fly on 
international sectors. But Patel feels that the remuner- 
ative international routes will help airlines become financially stable. 
What's more, several countries, particularly West Asian carriers, have 
allowed airlines that are under a year old to take advantage of bilateral 
treaties with India and start operations here. The Cabinet, though, has 
until now been opposed to the move. However, Patel has not lost hope 
and is working overtime to garner support for the proposal. 
KUSHAN MITRA 





CREDIT DERIVATIVES ON HOLD 


DERIVATIVES ON 
BACKBURNER 


HE SUBPRIME CRISIS HAS IMPACTED RBI'S 

plans to liberalise the financial sector. 
It has now decided to put its plans to intro- 
duce credit derivatives on the backburner. 
Credit derivatives are negotiable bilateral 
contracts that allow users (like banks) to 
hedge their exposure to risks. But the cen- 
tral bank is wary after instances of non- 
adherence to regulatory guidelines for 
these products surfaced in the interna- 
tional financial markets. In a statement, RBI 
said: “The decision has been taken to learn from the experience of the 
financial sectors in developed countries.” The move will hit the growth 
plans of large companies. 





m RBI defers plans to introduce 
credit derivatives 


m Decision is a fallout of the 
subprime crisis 


m Move could hit growth plans 
of large companies 


RISHI JOSHI 


INFLATION BUGBEAR 


T'S A RUDE SHOCK TO THE EMBATTLED UPA GOVERNMENT THAT WAS 
Disa feeling cornered on the issue of galloping inflation. 
Disappointed by the latest double-digit figures, officials in Finance 
Ministry concede that there’s little they can do to arrest the trend 
immediately as it's driven by high prices of commodities globally. 
However, they do see a silver lining in the cloud. Says a senior bureau- 
crat: “The Rabi harvest of rice and wheat has been exceptionally good. 
Then, good monsoons will also beef up food production in the coun- 
try. It should help cool food prices significantly over the next three to 
four months.” That’s some source of comfort for the government in 
what has been a losing battle against inflation so far. 

R] 
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A bird's eye view of what's hot and what's 


not on the government's policy radar. 
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SPECTRUM SHARING 
ON THE CARDS? . . — 
DOT IS NOW CONSIDERING THE POS- 
sibility of allowing spectrum 
sharing among mobile opera- 
tors in an attempt to ensure 
better utilisation of the scarce 
resource. The proposal will need 
the approval of Trai, which will 
also be responsible for deciding 
the guidelines for spectrum shar- 
ing. This move comes at a time 
when several large operators 
are grappling with severe spec- 
trum shortage while regional 
players have excess spectrum 
capacity. The question is: will 
Trai play ball? 





RJ 


MFs ON THE RADAR __— 
SEBI CHAIRMAN C.B. BHAVE IS 
known for his reformist zeal. At 
NDSL, Bhave revolutionised 
capital markets with the smooth 
rollout of dematerialisation. 
Now, we hear that Bhave has 
singled out MFs for attention. 
Bhave's single-point agenda is to 
make the industry more 
investor-friendly. At a seminar in 
Mumbai, he did some plain 
speaking: "Mutual funds should 
self-regulate to avoid mis-selling 
of products to investors. This 
will ensure that SEBI does not 
have to step in." Clearly, Bhave 
means business. 


RJ 





VIORE EXCLUSIVE | HAN 


You COULD EVER IMAGINE. 
THE NEW FIRST CLASS. 


ONBOARD SINGAPORE AIRLINES NEW BOEING 777-300ER AIRCRAFT 
ON NIGHT FLIGHTS FROM DELHI & MUMBAI 


SINGAPORE 


»ingaporeair.com AIRLINES 
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NUMBERS OF NOTE 


NEWS 


ANIL AGARWAL 


$2 .8 billion (Rs 12,040 crore): Net loss of 
Lehman Brothers in the second quarter 
(April-June) of 2008 


Rs 59,000 crore: Amount of money that 


India's 29 states will borrow by selling bonds 
in the current financial year 


Rs 10,205 crore: Amount of money that the 
government raised from import duties in May 2008, 
up 25.2 per cent from the figure for May 2007 





1 1 8 million: Number of registered users on the 
F i MySpace online community 


Anil Agarwal: Another test case for this feisty tycoon 


UMESH GOSWAMI 


$4.9 billion (Rs 21,070 crore): The amount by 
"ROM METAL SCRAP SELLER TO “METAL KING”, ANIL which India's foreign exchange reserves fell during 
' Agarwal, Executive Chairman of the London the week ended June 13, 2008, the largest 
stock market-listed Vedanta Resources, has come a single-week fall in the country's forex kitty, 
long way. But he also has a knack of courting con- which stood at $310.69 billion 
troversies. Agarwal is currently in the news for his 
$2.6 billion (Rs 11,180 crore) bid for US-based min- 7 1 per cent: The rise in direct tax collections during 
ing company Asarco. It's another test case for this the first two months of 2008-09. Tax revenues stood 
feisty NRI tycoon as his takeover attempt, which was at Rs 22,840 crore compared to Rs 13,335 crore in 
thought to be a done deal, has got muddled following the corresponding period a year ago 
a $4.1-billion counter-bid from Grupo Mexico, the 
erstwhile parent company of Asarco. 1.5 billion units: The size of the Indian DVD 
This isn't the first time that Agarwal has got market. This figure is expected to grow to 
into a scrap. In 2001, the Securities and Exchange 4.5 billion units per year by 2010 
Board of India prohibited Sterlite Industries, his 
erstwhile flagship, now listed on NYSE, from $6.39 bilion: value of 170 private equity 
accessing the capital market for two years for deals in India in the first five months of 2008, com- 
allegedly manipulating its stock price. Then, a work- pared to the corresponding figures of 159 deals and 4 
ers’ protest almost stymied his takeover of Bharat $4.97 billion in the first five months of last year 
Aluminium Co, which he bought from the govern- 
ment. That said, such controversies have never & million: Downloads in the first 24 hours of web 
deterred him from giving shape to his big ambitions. browser Firefox 3 after it became available on June 
Agarwal has continued to acquire companies 16. At its peak, Firefox's website was serving 
in India, Africa and Australia. If the Asarco acquisi- 17,000 copies a minute 
tion goes through, he will have a presence in four 
continents. Some of his prominent acquisitions are Rs 95,000 crore: The amount the 
Balco, Hindustan Zinc and Sesa Goa. Moreover, ^ government is expected to pay as fertiliser 
he is also seen as a turnaround man. subsidy in 2008-09, 
After basic metals, Agarwal is eyeing the compared to Rs 40,338 
basic raw materials sector, which is key to the — crore last year 





metals industry, and which, for him, will mark a 
backward integration. Can he succeed here? Rs 4,435.5 crore: 
Given his track record, not many will be willing to ^ Value of spices India 
bet that he won't. exported in 2007-08, 
VIRENDRA KUMAR VERMA surpassing its target of 
Rs 3,600 crore 
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Sometimes the catalyst for converting a challenge 
into an opportunity is an IFRS specialist. 





When convergence to 
International Financial 
Reporting Standards 
(IFRS) is inevitable, 

is your organisation ready 
to capitalise on the 
opportunities and address 
the challenges of the 
transition process? 


AUDIT * TAX * ADVISORY 





With convergence to IFRS gaining momentum across the 
globe, our experience indicates that there is more to be 
gained from convergence to IFRS than compliance with 
legislative requirements. 


KPMG member firms have provided IFRS services to more 
than 1,400 organisations across industries. Our experience 
coupled with our tested tools and methodologies, enable us 
to assist organisations in achieving a smooth and efficient 
transition to a new accounting framework. With an approach 
that is tailored to meet the organisation's business obiectives 
KPMG IFRS specialists can also assist you in ntegrating the 
new accounting framework into the financial reportina 
Systems and processes. 


We have a large pool of trained and experienced IFRS 
resources in India, and have leveraged our global experience 
and established tools and methodologies to successfully 
provide IFRS services to several Indian companies 

in recent times. 


So when you are ready to start developing a convergence 
roadmap for your organisation, give us a call. Well help 


For more information please contact 


Jamil Khatri 
jkhatri@kpmg.com 


Neville Dumasia 
ndumasia@kpmg.com 


Or visit us at 
in.kpmg.com 
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| I oi RISE >$125 per — 
Under-recoveries @ year- 
end — Rs 2,45,100 crore 


$1 rise in crude= $650 mn (Rs 2,795 cr) incremental hole 
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Crude oil futures in New York jumped to 










a record $139.89 a barrel on June 16. Duty Rationalisation | — Provisional Subsidy 
What does this mean for the government, R 14.800 | R 1.60 000 
for industry and for you? $44,0UU CF RS L,0U,UUU CT 
ww Good Noose Si Upstream Cost 
ig ? nn Rs 45,000 cr 
Rs 22,600 cr 
+ [ ex 
s 20,000 cr 
Price Hikes: 4 
enme E nsu. 
ง JDP 
IMPACT 
Cu llocation fa ble for 
๑ To improve liquidity position ONGC. i ths ica caries is 
s ‘cake aie 
How It Impacts You: losses of Rs 20,000 crore "S i 
PETROL: increased ^ ^ NAPHTHA: Basic pri ETHYLENE: Basic price POLYMERS: High-densi 
from Rs 43.51 per litre — increased 55%10 increased 44% to go prices have ร น 
to Rs 47.51 (Delhi) — Rs 46,782.80 per MT from Rs 63,950.80 per MT from Rs 87 per kg to Rs 100 per kg. 


E. around Rs 30,000 a year ago. Rs 44,400 a year ago. USES: Consumer clei 
DIESEL: Increased from. USES: Paints, pharma, industrial USES: Soft drinks and zm moulded furniture, packaging 
Rs 30.47 per litre tO 7 solvents, shoe polish, detergents food packaging, textiles — materials, automobiles 
Rs 32.47 per litre (Delhi) = 





Equity Returns: Emerging Markets Outperform 


Equity returns in emerging markets continue to outperform those in mature markets, even though emerging equity markets are more volatile, 


says the latest World Bank report. 
TOP 10 EQUITY PORTFOLIO DESTINATIONS (DEVELOPING COUNTRIES, 2000-07) bite dian ne 























Category 2000 2001 2002 2003 2004 2005 2006 2007 Category Value total (%) issues value ($mn) 
All Developing countries — 13.5 5.6 55 M1 44 68.9 1048 1451 TOTAL 313.6 2,397 16 
Top 10 countries Top 10 countries 276.2 3139 1,504 18 

China 6.9 0.8 2.2 1.] 10.9 20.3 42.9 35 The US 88.3 23.6 300 29 

India 2.3 2.9 1 8.2 9 12.1 9.5 34 China 655 17.5 249 26 

Brazil 3.1 2.5 2 3 2.1 6.5 7] 26.2 Brazil 32.1 8.6 67 48 

Russia 0.2 0.5 2.6 0.4 0.2 -0.2 6.1 14.8 Russia 18.4 4.9 18 102 

South Africa 42 -1 -0.4 0.7 6.7 7.2 15 10 The UK 18.2 49 129 14 

Turkey 05 -01 0 0.9 14 5.7 1.9 5.2 Spain 156 42 l1 1M 

Thailand 0.9 0.4 0.5 1.8 1.3 9.7 9.3 44 Canada 3 

The Philippines -0.2 0.1 0.2 0.5 0.5 1.5 24 3.3 German) 

Indonesia -1 0.4 0.9 1.1 2 -0.2 1.9 3.1 India 

Malaysia — o HE ส ต แต เง ส อ ม ส ร istrali 

| 12.5 ‘i: = 9.3 22.3 38.7 663 110 | 

















Under-recoveries not accounted for: 


Rs 40,500 cr 


> GOI to decide on this issue by e 
the current year. 


ond of 





» GOI hoping that crude prices will come 
down to $125 per barrel. 





> Non-clarity on issue can heavily swing 
profits of upstream companies like 
ONGC both ways. 
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POLYESTER: Prices of the 1.4 d 
13% from Rs 66/kg in june 2007 to R 
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Though the correction in late 2007 and early 2008 was sharper 
in emerging markets than in mature ones, so were the gains. 
Equity prices ‘in all markets [ossa in October 2007, with gains | 
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“I don't see anybody in Washington or 
anywhere else saying, look, this energy crisis ts 
the biggest one we've had, let's really put th 
best people to work on figuring out how t 
reduce the country's dependence on oil" 

Indra Nooyi, Chief Executive Officer, PepsiCo, m Reuters 

“If for some reason the government is no! 
able to accede to our demands (to reduce 
ATF charges) then we will have no other 
option but to cut flights drastically and 
connectivity will suffer? 

Vijay Mallya, Chairman, Kingfisber Airlines, in Business 

“There has been a 100 per cent rise in input 
costs in one year. These are unprecedented 
times. We have not seen such major 
movements in raw material as well as 


steel prices in such a short time” 
S.K. Roongta, Chairman, Steel Authority of India Limited, in Ihe | 


“Clearly it is time to move on” 


Jerry Yang, CEO and co-founder, Yahoo!, on 
online search deal with Google after rejecting plans to sell i 


a joml advertise 


business to Microsoft, in The New York Times 


*People in India are simple folks, who worl 
hard and save. I believe that the simple: 

the product (insurance), the better wil! 

be the reception" 

P. Chidambaram, Finance Minister, in Hindustan Times 


“During the discussions, I kept on asking 
myself what Dad would have done if he 
was around. I think he would have done 
exactly what we are doing” 

Malvinder Mohan Singh, CEO and MD, Ranbaxy, m The Í 


“Over the last several decades, revolutions in 
communication and technology have sent jobs 
wherever there's an Internet connection; tha! 
have forced children in Raleigh and Boston to 
compete for those jobs with children in 
Bangalore and Beijing. We live in a more 
competitive world, and that is a fact 

that cannot be reversed” 


Barack Obama, Democrat Party candidate for the US presides 
tion, in The Times of India 
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RESIGNED: Vinod 
Dhall, as Acting 
Chairman of the 
Competition Comm- 
ission of India. The 
Ministry of Corporate 
Affairs, of which CCI 
is a part, recently advertised for the po- 
sition of Chairman and five other mem- 
bers of the CCI board. Dhall said there 
was nothing dramatic in his decision to 
leave. His term was ending in October. 





REVISED: By the Index Committee of 
the Bombay Stock Exchange, the com- 
position of BSE indices (Sensex, BSE 
100, BSE 200 and BSE 500), to in- 
clude Sterlite Industries and Tata Power 
in place of Cipla and Ambuja Cements 
with effect from July 28. Tata Power is 
being re-introduced into the Sensex 
after a gap of two years. It was 
replaced by Reliance Communications. 


LAUNCHED: By the Multi 
Commodity Exchange of India (MCX), 
Platinum futures. The exchange, which 
is the leader in the bullion and base 
metals trade in India, recently received 
approval from the commodity mar- 
kets regulator to launch futures in 
this white metal. 


JUST WONDERING ... 


ALLOWED: By the Securities and 
Exchange Board of India (SEBI), the 
listing of debt instruments issued on a 
private placement basis. This will be 
subject to compliance with listing pro- 
visions. Indian companies have raised 
Rs 43.041 crore through private place- 
ments of debt instruments in the first four 
months of 2008. 


DOWN: To 3.6 per cent, the growth 
rate of India's core sector, in April 
2008 from 5.9 per cent in the same 
month a year ago. The six core indus- 
tries—crude oil, petroleum refinery 
products, coal, power, cement and 
finished carbon steel—Tregistered 9.6 
per cent growth in March 2008. 


RELAXED: By the 
Income Tax Depart- 
ment, norms for re- 
fund of extra tax paid 
by taxpayers. The 
move is expectec to 
benefit 92 per cent 
of income tax refund 
claimants for the 2007-08 financial 
year. Under the new norms, tax 
refunds will be settled without the tax 
payers needing to produce tax deduction 
at source (TDS) certificates. 











NOW, ‘SECURE’ 





TANDARD CHARTERED BANK HAS 
S joined hands with Tata AIG 
General Insurance Company to 
provide a risk cover for lost cards 
that will protect customers against 
fraudulent transactions. Says R.L. 
Prasad, GM (Credit Cards & 
Personal Loans), Standard 
Chartered Bank: “This unique 
product will, for the first time in 
India, provide credit card cus- 
tomers lost card insurance prior to 
reporting the loss.” This scheme 
will reimburse customers up to 
Rs 50,000 per occurrence of any 
fraudulent transaction on the lost 
card up to 12 hours prior to the 





vi » 


customer reporting the loss to 
the bank. 

Besides fraud protection, the 
scheme offers five other insur- 
ance covers. Customers have the 
option of taking the basic fraud 
protection cover along with 
some or all of the optional 
covers—ATM assault and rob- 
bery, lost wallet, personal trip 
effects, home protection while 
you are away and purchase pro- 
tection. "Since its launch, SCB 
has sold the plan to over 3,000 
of its existing credit cardhold- 
ers," adds Prasad. 

It is learnt that some other 
banks, like ICICI Bank and SBI, are 
also considering launching such a 
scheme for their customers. 

MANU KAUSHIK 





HSBC Global Asset Management 
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Investments in BC Equity F | have grown by nearly 10 times 
+ in the past 5 years. 


HSBC Equity Fund has created significant wealth for its investors in the past 5 years. An investment 

Dec 2002 has yielded an amount of Rs 9.59 lac today* (past performance may or may not be sustained 

and is not a guarantee of future returns). As a result, HSBC Equity Fund has been rated as a “5 Star Fu 
Value Research Online. What's more, the fund has been ranked 21* among 15,062 equity funds* w 
Lipper. Do you still need more reasons to invest with us? 


E ETT 10 Dec 2002_ 












_Compounded Annualised Returns (%) 





" HSBC Equity Fund - Growth - 34.11 | 4082 | 5626 | 09 
BSE200 | 29.49 37.91 43.40 37.67 
As on 30 April 2008. Past performance may or may not be sustained in the future. 


Ranked 21° 
worldwide 


Value Research’ Lipper* 








HSBC Mutual Fund 


Is sued by HSBC Asset Management (India) Private Limited Www.assetmanage 


*On 30 April 2008 the NAV of HEF (Growth) was Rs 95. 90 per unit. Therefore an investment of Rs 1 lac in the HEF NFO (at Rs 10/unit) had grown to R 








Value Research Fund Ratings are a composite measure of historical risk-adjusted returns. In the case ofi equity funds this rating is based on the weighted a 
the last 5-year period. These ratings do not take into consideration any entry or exit load. Five-stars indicate that a fund is in the top 10 per cent ' cal 
risk-adjusted returns. The number of schemes in the category Equity Diversified is 104. These Fund Ratings are as on April 30, 2008. The Ratings are subj 
The Rating is based on primary data provided by respective funds, Value Research does not guarantee its accuracy. Ranking entity: Value Research O 
"The ranking is based on the study of all funds under the equity asset class tracked by Lipper, and having a minimum track record of at least 5 years à 
15,062 equity funds (primary) qualified for the study. Ranking is based on 5 year annual compounded returns denominated in INR and USD for the perio. 
Data source: Lipper, a Thomson Reuters Company 


Investors may obtain Offer Documents and Key Information Memorandums along with application forms from the office of HSBC Mutual Fund, 314 D. N. Ri 


Tel: 022-6666 8819. Statutory Details: HSBC Mutual Fund has been set up as a trust by HSBC Securities and Capital Markets (India) Private Limited (liability 
Rs | lakh). The Sponsor/associates of the Sponsor/Asset Management Company (AMC) are not responsible or liable for any loss or shortfall resulting from the 
The Trustees of HSBC Mutual Fund have appointed HSBC Asset Management (India) Private Limited as the Investment Manager. Risk Factors: Al! invest 


securities are subject to market risks and the Net Asset Value (NAV) of the Scheme may go up or down depending on the factors and forces affecting the securi! 

no assurance that the objectives of the Scheme will be achieved. Past performance of the Sponsor, AMC, Mutual Fund or any associates of the Sponsor AM( 
performance of the Scheme of the Mutual Fund. HSBC Equity Fund (HEF) is the name of the Scheme and does not in any manner indicate the quality of the Sch 

or returns. Past performance of the Scheme may or may not be sustained in future. Scheme Classification: HEF (an open-ended diversified equity Scheme) ai 
capital growth from an actively managed portfolio of equity and equity related securities. Terms of Issue: Units of the Scheme are being offered at NAV be 
prevailing loads. The AMC calculates and publishes NAVs and offers for sale, redemption and switch outs, units of the Scheme on all Business Days, at the Applical 
Load Structure (includes Regular HSBC SIP/STP): Entry - 2.25% for investments/switch ins* < Rs 5 crores, otherwise Nil. Exit — 1% for < Rs 5 crores 

within | year from date of investment, otherwise Nil. *No load in case of switches between equity Schemes of HSBC Mutual Fund. No load in case of investment 
Scheme(s). The entry/exit load set forth above is subject to change at the discretion of the AMC and such changes shall be implemented prospectively. Mutual Fun 
subject to market risks, Read the Offer Document carefully before investing. 
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THE BT 30 INDEXA 
Global Growth: A Snapshot 
Markets turn bearish Global growth is projected to drop to 2.7 per cent in 2008, from 3.7 per cent in 
2007. Much of the weakness is originating in high-income countries. Developing 
BT 50 countries’ growth is also projected to decline—from 7.8 per cent in 2007 to 6.5 
per cent in 2008. However, the growth remains well above the average of the 
1980s, 1990s, and 2000-05, says a recent World Bank report. 
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924. 1b 97 15 45 12 84 
Consumer Prices 
G-7 countries" ' 2.0 1.9 2.6 1.8 2.0 
emm ote | The US 3.2 2.9 3.9 2.3 2.5 
BT Auto Commodity prices ($ terms) 
Non-oil commodities 29.1 17.0 WI -8.2 -9.0 
Oil price ($ per barrel) 64.3 71.1 108.1 105.5 98.5 
Oil price (percentage change) 20.4 10.6 52.1 -24 -6.7 
Manufactures unit export value“ 1.6 3.9 6.8 0.7 14 
Interest rates 
$, 6-month (per cent) 5.2 9.2 30 3.8 45 
€, 6-month (per cent) 3.1 44 4.5 4.0 45 
Real GDP growth" 
World 40 3.7 2.7 3.0 34 
World (PPP weights) 5.4 54 43 45 4.8 
High-income countries 3.0 2.6 1.6 2.0 2.5 
OECD countries 2.9 25 1.5 1.8 23 
Euro Area 2.8 2.6 1 1.5 1.9 
Japan 24 2.0 14 1.6 2.1 
The US 2.9 22 1.1 1.9 2.5 
BT Pharma Non-OECD countnes 5.7 5.5 48 4.8 5.0 
391.93 Developing countries 7.6 1.8 6.5 6.4 6.4 
East Asia and Pacific 97 10.5 8.6 8.5 84 
China 11.1 11.9 94 92 9.0 
Indonesia 5.9 6.3 6.0 6.4 6.5 
Thailand 5.1 48 5.0 5.4 5.5 
Europe and Central Asia 73 6.8 5.8 5.4 5.4 
BT Telecom Russia 7.4 8.1 7 6.3 6.0 
Turkey 6.9 4.5 4.0 43 5.0 
Poland 6.1 6.5 5.7 9.1 5.0 
Latin America and the Caribbean 5.6 9.7 45 4.3 42 
Brazil 3.8 94 4.6 44 4.5 
Mexico 48 3.3 2.] 3.5 3.6 
Argentina 8.5 8.7 6.9 5.0 45 
West Asia and North Africa 5.4 9.7 5.5 9.3 9.1 
BT FMGG Algeria 1.8 3.0 3.5 3.5 40 
South Asia 90 8.2 6.6 12 7.6 
Pakistan 6.9 6.4 5.0 9.9 6.0 
Bangladesh 6.6 6.4 5.0 5.5 6.0 
Sub-Saharan Africa 5.8 6.1 6.3 20 Peas 
South Africa 5.4 5.1 42 44 48 
Nigeria 6.0 6.1 19 12 6.6 
BT Tech Kenya 6.1 6.3 5.0 5.7 5.9 


Notes: PPP — purchase power parity; e= estimate; f= forecast 

a. Canada, France, Germany, Italy, Japan, the UK, and the US; b. In local currency, aggregates using 2000 GDP 
weights; c. Simple average of Dubai, Brent, and West Texas Intermediate; d. Unit value index of manufactured 
exports from major economies, expressed in $; e. GDP in 2000 constant dollars; 2000 prices and market exchange 
rate; 1 GDP measured at 2000 PPP weights Source: World Bank 
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Still in the Hunt 


Can Anil Ambani thrash out a deal with MTN? KUSHAN MITRA 


HE RELIANCE ANII 
Dhirubhai Amba- 
ni Group (R-ADAG) 
is treading the 
minefield of 
negotiations surrounding the 
deal between Reliance 
Communications (R-Comm) 
and South Africa-based MTN 
quite carefully. And despite 
the googly thrown by Reliance 
Industries Limited (see At It 
Again!), everything seems to 
be on track for a merger be- 
tween the two companies. 

The story so far: on May 
26, hours after Sunil Mittal's 
Bharti Enterprises pulled out 
of negotiations with MTN, R- 
ADAG announced that it had 
secured 45-day exclusive ne- 
gotiation rights with MTN re- 
garding a tie-up between the 
two companies. It is believed 
that MTN favoured Anil 
Ambani's move since he is 
willing to swap his shares in 
R-Comm for a controlling 
stake in MTN, while keeping 
the merged entity based in 
South Africa. The deal will 
therefore see R-Comm become a 
subsidiary of MTN. 

With the period for exclusive 
talks ending on July 8, there has 
been an added sense of urgency. 
However, an R-ADAG spokesper- 
son told BT that it was unlikely 
that a deal would be completed 
for a few days yet. Ambani has 


BHASKAR PAUI 
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R-Comm's Ambani: He has to sort out several 
niggling issues for clear passage of the merger 


been in several closed-door meet- 
ings with MTN Chief Executive 
Phuthuma Nhelko in London, 
hammering out the modalities. 
According to some, the sticky 
point as of now is the size of the 
stake R-ADAG will have in MTN af- 
ter the swap of Anil Ambani's es- 
timated 66 per cent holding in R- 


Comm. Sources say that Anil 
Ambani will end up with ap- 
proximately 34.9 per cent of 
MTN (avoiding the open offer 
that comes into play upon a 
35 per cent acquisition under 
South African law), valuing 
MTN at 175 rand per share, 
or an estimated $45 billion. 

However, while the re- 
verse merger will keep MTN 
happy, since it insisted that 
it wants to remain a South 
African company, it could 
pose major headaches to Anil 
Ambani. If MTN were to ac- 
quire a 66 per cent stake in R- 
Comm, it will lead to a 
breaching of the 74 per cent 
foreign investment cap in tele- 
com (as R-Comm is already 
30 per cent foreign-owned). 
Therefore, it is likely that Anil 
Ambani will use cash to fund 
part of the deal. With MTN’s 
valuation being so high, this 
could be an extremely ex- 
pensive proposition. 

There are other issues 
too, particularly regarding 
the management of the com- 
pany. It is likely that Nhelko will 
stay on as Chief Executive, and 
Ambani will be Co-chairman of 
the group alongside existing 
Chairman Cyril Ramaphosa. It is 
also unlikely that any large-scale 
changes will take place in the man- 
agement structures of any of MTN’s 
or R-Comm’s operations currently. 


Given South Africa's *Black 
Empowerment" policies, which 
mandate black participation in 
companies, it will be interesting 
to see how many managers from 
R-Comm are given powerful po- 
sitions in MTN in case of a reverse 
merger between the two compa- 
nies. With Ramaphosa being a 
member of the board that looks af- 
ter the South African Black 
Economic Empowerment (BEE), it 
is unlikely that these rules will be 
relaxed for MTN after Ambani ac- 
quires a stake. 

But what comes as a sliver of 
good news for Anil Ambani is the 
green signal from the second- 
largest shareholder in MTN—Azmi 
Mitaki of Lebanese conglomer- 
ate M1, which owns a 10.2 per 
cent stake in MTN, has agreed to 
the merger. A board member, 
Mitaki’s approval of the deal was 
seen as crucial since the family 
also indirectly has an even larger 
stake in MTN. 

However, with just under two 
weeks remaining before the 45- 
day exclusivity period expires, ne- 
gotiations have become more fran- 
tic. MTN has been approached be- 
fore, and it has always played the 
runaway bride; however, Anil 
Ambani seems to be the man 
who can keep this blushing bride 
at the altar. 





Modi SET 
on MSM 


Has B.K. Modi got a toehold into 
the Sony bouquet? 


T HAS ALL THE ELEMENTS OF A 
potboiler. Business baron 
Bhupendra Kumar Modi, who ap- 
pears on the verge of selling his 
stake in group company Spice 
Telecom to the Aditya Birla 


At It Again! 


Can RIL Gop a spannar in UU CAN EUM dt 


. T THE END OF MAY, WHEN THE | 


board of the South African 


terms with Bharti Airtel, news 


tions (R-Comm) had been in - 


touch with MTN. What followed 
was the breakdown of talks be- 
tween Sunil Mittal's Airtel and 
MTN, since it appeared that R- 
Comm was more agreeable to the 
nationalistic MTN’s board's con- 
cept of a reverse takeover. 
However, there is a twist in 
to do with the reluctant bride, 


right of first refusal in the case of 
any proposed sale of a control- 


R-ADAG officials are not con- 
vinced about the right of first 


Group, has now trained his sights 
on the media and entertainment 
sector. He claims to have roped 
into a “binding agreement” the 
individual Indian stakeholders 
who own 32 per cent in Multi 
Screen Media (MSM), which broad- 
casts channels such as Sony 
Entertainment Television (SET), 
SET MAX and sAB TV. Of course, 
Kunal Dasgupta, CEO, MSM, claims 
he is “unaware of such a devel- 
opment. As far as I know, this 
has not happened,” he told BT. 





refusal. RIL of course is, and in a 
crisp but hardly clear statement to 
the media said: “RIL has in good 
faith notified both Anil Dhirubhai 
Ambani Group and MTN Group 
of the stipulations contained in an 
agreement, the validity of which 
has never been questioned so far 
by R-ADAG." R-ADAG officials, on 
their part, believe that RIL is trying 
to scupper this mother of all 
transactions. 

This, of course, isn't the first 
time the brothers have clashed 
after ostensibly agreeing to go 
their own ways. They are still 
locked in a dispute. regarding gas gas 


from RIL’s Krishna-Godavari basin 


platforms. R-ADAG needs the gas 
from the basin to power the mas- 
sive 7,500 Mw electricity plant at 
Dadri near Delhi. 

KUSHAN MITRA 


But top sources in the B.K. Modi 
camp insist that an agreement on 
these lines has been reached 

To be sure, this isn’t the first 
time that unrest amongst the orig- 
inal independent Indian stake- 
holders of MSM has surfaced. 
These shareholders got together in 
the mid-nineties with Sony 
Pictures Entertainment, US, to 
form Sony Entertainment 
Television India Ltd (SET India 
Ltd), and launched a general en- 
tertainment channel by the same 
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DreamWorks' Spielberg: He may find a big financier in Reliance Big Entertainment 


Will Anil Ambani and Steven Spielberg come together? 


NIL AMBANI'S RELIANCE BIG 

Entertainment (RBE) is all out 
to make its mark globally in the 
entertainment arena. After having 
inked seven production deals 
with the who's who of 
Hollywood in Cannes last month, 
the company has emerged as 
Steven Spielberg's DreamWorks 
SKG's principal new financier. 
The company is reportedly in 
talks with DreamWorks to form 
a joint venture and is expected to 
pump close to $600 million for 
setting up a new venture with 
the Spielberg company. Apart 
from that, the new venture could 
raise another $500 million 
through debt financing. The 
move will allow DreamWorks 
to exit from Paramount Pictures 
later this year, according to US 
media reports. The proposed 
joint venture with RBE is expected 
to make six films a year. 

A spokesperson for RBE chose 
not to comment when contacted. 
Yet, it isn't unlikely that a deal 
like this could happen. After all, 
RBE has had trysts with 
Hollywood before; it has tied up 
with stars like George Clooney, 
Nicholas Cage, Jim Carrey and 
Tom Hanks to work on low-cost, 
low-risk projects. The deal with 
DreamWorks could, however, 


be in a bigger league. RBE did its 
first major Hollywood deal in 
2006 through group company 
Adlabs Films when it cut a five- 
year multi-picture deal with 
Ashok Amritraj's Hyde Park 
Entertainment. 

What's more, in March RBE 
also bought up a bunch of us mul- 
tiplexes in such Indian expat- 
heavy markets as New York, Los 
Angeles, Chicago and Washington 
D.C.—giving it 250 screens in 28 
North American cities. The ven- 
ture has been dubbed Big Cinemas 
and is expected to programme a 
mix of Indian-produced pictures 
and Hollywood fare. 

The strained relationship be- 
tween David Geffen (one of the 
founders of DreamWorks), Steven 
Spielberg and Viacom’s 
Paramount has been in the open 
since Philippe Daumon, CEO, 
Viacom (which owns Paramount), 
said at a Goldman Sachs confer- 
ence last September that the com- 
pany was preparing for a future 
without the duo. The personal 
contracts that Geffen and 
Spielberg signed as a part of 
Viacom’s 2005 acquisition of 
DreamWorks expire at the end 
of 2008. Is Anil Ambani poised 
to step in? 

ANUSHA SUBRAMANIAN 


name. SETL has since been 
renamed MSM. The Indian inv- 
estors include actor Jackie Shroff; 
Singapore-based banker Rakesh 
Agarwal; Raman Maroo, 
Managing Director, Shemaroo 
Entertainment; Jayesh A. Parekh, 
Chairman, MobiApps Holdings; 
Sudesh lyer, Director, World 
Media Group; and B.R. Sule, a 
former Managing Director at 
Mahindra & Mahindra. Sony 
Pictures owns 60 per cent in MSM. 
US-based private equity firm 
Capital International had bought 
an 8 per cent stake from the 
Indian investors for $200 mil- 
lion way back in 2000. At that 
price, MSM then was valued at 
$2.5 billion. 

The attempt for long has been 
to either get the company listed— 
an option that Sony Pictures has 
ruled out—or to offload it to an- 
other investor. Insiders at the B.K. 
Modi group let on that an average 
price of Rs 40 per share has been 
fixed for the transaction, and that 
they have already agreed to pay 
$320 million as a “part-payment.” 
The buy-out has been apparently 
made via Mcorp Global, the hold- 
ing company for Modi’s busi- 
nesses. Attempts to reach the in- 
vestors were futile, with actor 
Jackie Shroff claiming no knowl- 
edge of the exact nature of de- 
velopments or the party involved. 

According to reports, Modi's 
pricing formula brings down the 
value of MSM to around $1 billion 
since eight years ago. Yet, what 
would have given MSM’s valua- 
tion a boost is the recent coverage 
of the first series of the Indian 
Premier League, for which MSM 
has acquired media rights for five 
years. The big question, how- 
ever, is: has Modi really pulled it 
off? Those familiar with the 
transaction expect it to be con- 
cluded by end-June, and ann- 
ounced in mid-July. 

SHAMNI PANDE 


Goodbye 
Good Buys? 


Merrill's new rating system 


has place for underperformers. 


QUITY ANALYSTS ARE BEST 

known by their buy, sell (or 
underperform) and neutral rec- 
ommendations—perhaps till re- 
cently more by their buy refrains. 
However, one problem with the 
eagerness to put out buys is that 
it becomes difficult for fund 
managers to rate the best buys 
amongst the clutter of buys. 
That's precisely why global in- 
vestment bank Merrill Lynch re- 
cently launched a new equity re- 
search rating model that attempts 
to be more performance-ori- 
ented. “In this model our objec- 
tive is to rate a stock and not 
the company," says Candace 
Browning, President, Merrill 
Lynch Global Research. 

The new rating system pro- 
vides more transparency into an- 
alysts’ evaluation criteria, greater 
differentiation among the equity 
ratings within a cluster (for a buy 
or a sell). This new model is used 
by Merrill in various markets, 
including its Indian unit DSP 
Merrill Lynch. “Institutional in- 
vestors like mutual funds and 
hedge funds are happy with the 
model," says Browning, who de- 
veloped the rating system. 

Merrill uses quantitative tech- 
niques for this model and as a 
rule there have to be at least 20 
per cent of the total stocks in the 
portfolio in the underperformer 
bracket. If there are five buys 
within a sector, then the model 
will help locate which is the best 
buy in this cluster with price as an 
important objective. But this is 
above the normal research an an- 
alyst does on a company or sec- 
tor, says Browning. So now a 








Merrill's Browning: The objective is 
to rate the stock and not the company 


fund manager can just see a re- 
port and will be in a better posi- 
tion to take a decision. 

Merrill, for its part, is more 
than following the new system— 
reflecting the rough ride in equi- 
ties globally, it has some 30 per 
cent stocks in the underperformer 
category (with 47 per cent as 
buys and 23 per cent at neutral). 

Browning is upbeat on the 
Indian companies and has plans 
to step up research in India, with 
an increasing focus on mid-cap 
and small-cap companies. The 
investment bank covered 94 com- 
panies in 1996; now it has 150 
and has plans to reach 200 by 
next year. It’s already covering 
more stocks in India than in the 
other BRIC countries—60 in 
Russia, 80 in Brazil and 90 in 
China. Hopefully, the underper- 
formers amongst them won't stay 
that way for too long. 

VIRENDRA VERMA 
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Bungle In the 
Jungle 


Hedge funds are groaning 
under the weight of high risk. 
T’S BEEN ROUGHLY A YEAR SINCE 
Citigroup bought Old Lane, LP, a 
hedge fund firm co-founded by 
Vikram Pandit before he became 
the Citigroup CEO. Last July, Old 
Lane registered as a foreign institu- 
tional investor (FII) to be able to 
trade in Indian equities. However, 
the past 12 months haven't been 
easy for Old Lane, which has been 
plagued by poor returns. Last fort- 
night, Citi took a decision to 
'restructure' Old Lane. 

As the Citi-Old Lane example 
reveals, along with the big global 
banks, hedge funds too have been at 
the epicentre of the global finan- 
cial markets crisis that was triggered 
by the subprime problems in the 
Us. If Fit inflows have slowed down 
into [ndia, it could also be because 
of the reversal in fortunes of hedge 
funds. At one time it was estimated 
that at least a fifth of the Fil inflows 
into India were from hedge funds, 
mostly through the participatory 
note (P-note) route. When P-notes 
were restricted last October, many 
of these foreign investors chose to 
enter directly, by registering as FIIs 
with the Securities & Exchange 
Board of India. 

But the gut-wrenching volatility 
of the past year has caught up with 
hedge funds. According to the 
Lipper TASS Asset Flows Report for 
the first quarter ended March 2008, 
the total assets managed by hedge 
funds fell from $1.79 trillion in 
December 2007 to $1.75 trillion 
in March 2008. The pace of in- 
flows into the funds slowed down 
for the fourth consecutive quarter. 

Apart from the slowdown in in- 
flows, the performance of funds in 
the first quarter has been the worst 
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since 1998. In the quarter ended 
March 2008, the Credit Suisse 
Hedge Fund Index posted a negative 
2.01 per cent return, the worst since 
the third quarter of 1998, when the 
index fell by 8.87 per cent. 

The report attributes these 
trends to the continuing illiquidity in 
the credit market, rising mortgage 
delinquencies, lower corporate earn- 
ing estimates and stagflation. “Under 
these circumstances, investor risk 
appetite was sharply reduced and 
the first quarter was notable for the 
scale and depth of de-leveraging by 
banks as well as hedge fund 





Citi's Pandit: The hedge fund he 
co-founded is in trouble 


managers,” says the report. 

The Indian market has already 
felt the tremors as Fils have with- 
drawn $5.42 billion from it since 
the beginning of the year. U.R. 
Bhatt, Managing Director, Dalton 
Capital Advisors (India), feels that 
the lack of appetite among foreign 
investors will continue for some 
more time till there is some stability 
in the global markets. 

“Investment banks continue to 
report losses. Oil prices pose 
another big threat. In this scenario, 
fund managers are more concerned 


dV 


about saving their jobs. So, 
nobody really wants to bet on 
emerging markets like India, as of 
now,” says Bhatt. 

RACHNA MONGA 





Striking Out on 
Their Own? 


CVC International’s India team 
may be setting up its own shop. 


FTER WEEKS OF INTENSE RUMOURS 
Atha: Citi Venture Capital 
International’s India team has been 
signed on by private equity biggie 
TPG (earlier it was called Texas 
Pacific Group), it now appears that 
it may simply be setting up its 
own shop. The cvci India team is 
headed by Citi veteran Ajay Relan 
and includes others such as 
P.R. Srinivasan and Vivek Chhachhi. 
When contacted by Business Today, 
Relan denied that there were any 
such plans. *There's no truth in it,” 
was his short and hurried reply. 

Despite Relan's denial, there's 
no doubt that it's a great time for a 
PE veteran like him to be setting up 
his own firm. Unlike three or four 
years ago, it is no longer impossible 
for individual fund managers to raise 
money from overseas investors on 
their own strength. Incidentally, one 
of Relan’s former team members, 
Sumeet Narang, went on to do just 
that after he graduated from 
Harvard Business School. This 
January, Narang’s Samara Capital 
finished raising its first fund of more 
than $250 million. 

The original rumours of a churn 
at CVCI India came on the back of 
the subprime crisis in the Us, and the 
resultant curb on the extended 
alternative investment opportunities 
being pursued by Citi. For example, 
it recently decided to shutter Citi 
Venture Capital that used to invest 
in mid-market companies based in 
the us. But the reason was that it 
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Citi's Relan: Good times for PE veterans 


had bought Metalmark Capital from 
Morgan Stanley in November last 
year, and the two businesses would 
have overlapped. Besides, TPG early 
last year hired Varun Kapur from 
Intel Capital to oversee TPG 
Ventures, a growth fund. (Puneet 
Bhatia, who heads TPG Capital, 
looks after large strategic transac- 
tions and buyouts in India.) TPG’s 
founding partner David Bonderman 
also denied the rumours, stating in 
an email reply to BT that “there is no 
truth to the issues you raised”. 
Relan and his team stand to 
lose a lot of money (at least a few 
million dollars) in bonus from their 
investments, but, clearly, they are 
thinking big. 
SHAMNI PANDE 





Down, But 
Not Out 


Has Sahara got a reprieve or 
is it the beginning of the end? 


ILL IT COME BACK OR IS THIS 

X the beginning of its down- 
fall? That's the question many 
observers of Subrata Roy’s empire 
were asking last fortnight after the 
Reserve Bank of India (Rbi) revised 
a directive against the Lucknow- 
headquartered group's flagship, 
Sahara India Financial Corporation 
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Incredible India: 


Sold for $325! 


A US travel firm is appropriating the trademark. 


NCREDIBLE INDIA IT CERTAINLY IS, 
for even as the deadline for 
opposing the grant of a patent 
has passed, the Tourism Ministry 
sits smug in its belief that its 
trademark is guarded from all 
evil eyes. To cut a long story 
short, Las Vegas, Us-based tour 
Operator AMX 
Company has 
filed a trade- 
mark patent for 
the *Discover Incredible 
India" tagline, which will grant it 
exclusive rights to use it for pub- 
licity of its products. The filing, 
done last December, was pub- 
lished by the us Patent and 
Trademarks Office (USPTO) for 
opposition; if not opposed within 
a period of one month, AMX 
would be granted the patent. Not 
that the Tourism Ministry is wor- 
ried. “We have a copyright over 
Incredible India registered here 
and the Ministry of Tourism has 
exclusive rights over the mark,” 
informs Leena Nandan, Joint 
Secretary, Ministry of Tourism. 
Nandan says the ministry 
allows tour operators to use the 
logo (with the ‘T in India repre- 
sented by an exclamation mark). 
But she also admits that the logo is 
not registered in the Us—leaving it 
open to appropriation by any- 
body. “But then, this way we will 


have to register the logo in every 


(siFC). The new directive suggests 
that the RBI has taken a step back- 
ward. After all, its initial order 
sought to bar SIFC from raising fresh 
funds. Now, the central bank has 
softened its stance; SIFC can accept 
deposits maturing till June 2011, 
and has till 2015 to repay deposi- 
tors. Sahara, it may appear, has got 
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country,” she 
counters. 
Exactly what 
Pravin Anand, 
Managing Partner, Anand and 
Anand, a trademarks and patent 
attorney, says. “Trademarks and 
logos need to be registered in every 
country, or at least the key mar- 
kets,” he points out. If the logo or 
mark was being used in a descriptive 
manner, it wouldn’t be an issue. 
“However, given that the logo has 
been filed under Trademark/Service 
Mark classification, it would 
appear that the company is trying to 
gain monopoly over the logo,” he 
warns. If the patent is granted, the 
ministry might have to explore 
whether a cancellation petition can 
be filed. *Not that the Ministry will 
be barred from using the Incredible 
India logo, considering that it has 
been using it for a longer period 
of time," he clarifies. That's a nui- 
sance value no doubt, and one that 
comes for a measly $325—the fee 
for filing the patent. 
TEJEESH N. S. BEHL 


a new lease of life, but the RBI ruling 
could also mark the onset of a 
slow death. 

Observers say the softening of 
the RBI stance within two weeks 
shows the central bank made its 
initial decision in a hurry. They say 
SIFC may not have to worry too 
much as some of RBI's earlier di- 





rectives have not been implemented. 
The central bank gave a leeway as 
SIFC can still raise deposits with 
three-year maturity. Moreover, it 
has time till 2015 to repay all its de- 
positors, a good enough time for the 
company to put its house in order. 

Yet, the RBI directive makes it 
clear that the operations of Sahara's 
residuary non-banking finance com- 
pany are not in good shape. The 
central bank has directed SIFC to 
reconstitute its board within 30 
days of the directive in such a way 
that half its members should be in- 
dependent directors. This means 
SIFC will not have total control of its 
operations as RBI-approved inde- 
pendent directors will be observing 
all its activities. Sahara officials were 
not available for comment. 

So, where does the group go 
from here? Almost all the other 
businesses of the group (media and 
entertainment, mutual funds, in- 
surance, real estate) are not making 
enough money. If it has to survive 
after mid-201 1, its other businesses 
—or even some new ones—need 
to begin kicking in. What will work 
to its advantage is the nationwide 
network it has on the ground, along 
with a high-profile brand. It could 
also prove an attractive acquisition 
target. But Roy may still not be 
5 ready to sell out—not at least at 


Sahara's Roy: Crunch time 
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Glimmer of Hope 


Advance tax numbers point to a pleasant earnings surprise. 


HE PALL OF GLOOM OVER DALAL 

Street might just about lift a bit 
when the earnings of leading com- 
panies for the quarter ended June 
2008 begin to trickle in. The 
reason for this rather contrarian 
bout of optimism: the first flush of 
advance tax numbers for the large- 
cap companies that make up the 
Sensex indicates that the first 
quarter profits of these compa- 
nies may beat estimates of most an- 
alysts. Advance tax is paid by com- 
panies based on their expected 
profit for the respective quarter. A 
higher advance tax over the 
corresponding quarter a year ago 
indicates that the company’s prof- 
its are likely to be higher too. 

The sector that surprises most 
is banking, which has been under 
pressure thanks to global macro- 
economic factors. Leading banks 
like State Bank of India, icici Bank, 
HDFC Bank, Bank of Baroda and 
Bank of India have paid a higher 
advance tax than the previous year 
(see More Tax, More Profit). 
Cement companies, on the other 
hand, don’t look too well-placed, 
with the likes of Ambuja Cement, 
Grasim, ACC and UltraTech paying 
lower advance tax. 

“Prima facie advance tax num- 
bers belie the fear of slowdown 
in earnings,” says Sandeep Shenoy, 
Strategist at PINC Research. He 
says the cement sector could be 
affected due to the erosion of 
pricing power in infrastructure- 
related sectors. Experts reckon 
that this being an election year, 


valuations that indicate distress. “In 
the past the Sahara Group has gone 
through tough times and come out 
of it. But this time it’s difficult to 
say,” says an analyst who declined to 
be named, and is a close observer of 


More Tax, More Profit 
Advance tax payments point to good tidings ahead 





E 
Li 


BE S83 2 g 


2 





Bank 
of India 
Union W jure 2008 
Bank — hne 2007 
Figures are in Rs crore Source: Marhet 


the government spending on 
roads, bri ich require steel 
and cement—will slow down. 
After the results for the March- 
ended quarter were declared, most 
analysts had lowered the earnings 
estimates for most of the leading 
companies. This also impacted 
stock prices, which have anyway 
been reeling under the effect of 
the subprime crisis and, later, 
rising inflation and oil prices. 
From its peak, the BSE Sensex is 
down almost 29 per cent (till June 
19) and is expected to fall 
further. *In the current scenario, 
the absence of any bad news is 
good news," says Shenoy. A flurry 
of impressive report cards may 
just prove to be a surprise trig- 
ger for Dalal Street. 
VIRENDRA VERMA 


the group. He says it is difficult ai 
the moment to think of its downfal 
when Lok Sabha elections ar« 
around the corner and a new RR 
governor is on the way 
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XLRI is the only new entrant in the list of Top 5 B-schools in 
India, but there's a massive churn, and three new entrants, 
in the rest of the list. A BT-Nielsen Survey. 


HE WORLD IS IN THE 
throes of a slowdown. 
The subprime crisis in 
the Us, runaway global 
crude oil prices and, in 
India, rising inflation have con- 
spired to considerably dilute, if not 
wash away, the feel-good factor 
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that was pervading the country till 
late last year. But a visitor to the 
campus of any top B-school dur- 
ing the recently concluded place- 
ments season could be forgiven for 
thinking that the doom-and-gloom 
stories filling up the pages of news- 
papers these days were actually 


reports from another planet. For 
the truth is that the MBA bandwagon 
has continued to roll—and how! 
The top, average and median 
salaries at the IIMs (Indian Institutes 
of Management) and other leading 
B-schools have continued to boggle 
the mind and recruiters have shown 











little signs of fatigue, never mind the 
shrinking margins and weakening 
outlook all around. 

Part of the reason, of course, is 
that the top 30 or so Indian 
B-schools cater to only a very small— 
some would say tiny—niche in India 
Inc.'s universe, which is globally 
competitive. Then, the companies 
in this niche—mostly from finan- 
cial services, IT, telecom, retail, in- 
frastructure, manufacturing, FMCG, 
durables and hospitality—are in 
growth mode and, so, need fresh 
talent to take their ambitions 
forward. And, even as demand for 
top-drawer management talent has 
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grown in India, its supply has 
remained more or less constant. Yes, 
quality new institutes like the Indian 
School of Business, Hyderabad, and 
the Great Lakes Institute of 
Management, Chennai, have come 
up in recent times, and the 
Government of India is opening 
another Indian Institute of 
Management campus in Shillong, 
but the incremental numbers of MBAs 
they mint will be too minuscule to 
make any difference to the demand- 
supply equation. In a contrarion 
way, the undiminished demand for 
graduates (or, rather, post-gradu- 
ates) from the top B-schools also 
points to the sad state of affairs else- 
where in India’s B-school universe. 
For the fact is that barring the top 
schools featured here and a few 
others we've left out, the quality of 
education at a majority of the 1,400- 
odd business schools in India is quite 
abysmal. 

So, what does the sixth Business 
Today-Nielsen study of India's Best 
B-Schools tell us about the state of 
[ndia's B-schools? Lots, actually, 
but first, a quick word about how 
Business Today and our knowledge 


XLRI: Ranks #5 in this year's 
ranking, up three positions nd our k 
from last year Pes th movet und boat E 


different from. and more market- 
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SKYLINE BUSINESS SCHOOL 
SKYLINE SCHOOL OF COMMUNICATIONS 
SKYLINE INSTITUTE OF TRAVEL & TOURISM 


Established 1996 


Graduate to the new World 
e: 






the new EM bookond 


The world map has undergone a sea change this last decade. The trend continues and 
promises to be even more unfamiliar. The need to be geared up for tomorrow is more 
than ever before. 

To be qualified, well informed, with confidence of speech, possess special knowledge in 
areas that require skilled and proficient manpower is the crying need of today. The need 
to be a step ahead and a step faster and surer. To understand the dynamics of change and 
come out a winner. 

At Skyline students are trained to equip themselves to take on the world and carve out 
their niche in tomorrow's world. 


Past Placements : 
iltanci KPO's ๑ McKinsey & Co. ๑ Evalueserve ๑ Capital IQ ๑ vAngelz 
๑ า ว 0 e Price houie Coogess ๑ AlpsConsultancy ๑ Hero mindmine 


MNCs ๑ Citibank ๑ American Express e Discovery ๑ YKK ๑ Carrier Aircon 
๑ Sharp ๑ Maersk 








๑ Deutsche Bank ๑ HDFC ๑ Standard Chartered 


Banking & Insurance | 
dee + Barclays + Kec AMRO e TATA AIG e Centurion Bank of Punjab COMMUNICATION 





: | an ervices ๑ IL & FS ๑ Fortis Securities ๑ Indiabulls MA/BA 
. Vakon Securities ๑ ) Religare Commodities e Citi Financials ๑ Anand Rathi and 
Associates e Kotak Securities e India infoline ๑ Mefcom Capital Markets Ltd. UGC recognised 
๑ Dawnay Day AV ๑ ICICI Securities University's Degrees (SMU) 


๑ Mudra Communications e Equus Advertising e Gray 
Worldwide e CNBC TV18 ๑ Hindustan Times e Bates Asia e Naukri.com 
๑ Lowe Lintas ๑ Asian Age e Times of India 
Travel & Tourism ๑ British Airways ๑ Lufthansa ๑ Kuoni e Singapore Airlines —— — —————— — 
๑ United Airlines ๑ Thomas Cook ๑ Interglobe ๑ Makemytrip.com ๑ International TOURI SM 
Travel House ๑ Jet Airways e eBookers ๑ Amadeus ๑ Gallileo ๑ Discover the World 
ดา นี ๑ American Express TRS e Spicejet ๑ Cox and Kings Post gin d Graduate 
schnology and Telecom ๑ HCL ๑ Wipro ๑ Microsoft ๑ SPSS e Bharti Teletech Sel courses 
๑ gem ๑ Maghon จ ก ๑ Reliance Infocomm e Bharti Telecom ๑ ADA Cellword 
E-Services ๑ Naukri.com e Timesjobs.com ๑ Indiatimes.com e Stracon Solutions 
e IBM Daksh 
For more information/prospectus, please call or visit: 
Delhi Hauz Khas Enclave, New Delhi-110 016, T. 011-2686 4848, 2686 6968 & 2652 4399 
จ ะ โน 1 Call/SMS@Mobile 9810005021 & 9810877385 or SMS Skyline to 56161 


122 Institutional Area, Sector-44, Gurgaon - 122 003 PP eee ias a a 
Tel L Noe. 0124-6451402, 6451242, 6451418 Call/SMS@Mobile 9810877385 SKYLINE BUSINESS SCHOOL 
Campus 


E-mail : info@skylinecollege. com Online Chat/Web: www.skylinecollege.com 12 vears of Excellence 
For online Application Form log on to : www.skylinecollege.com 
* Degrees are awarded by UGC recognized Sikidm Manipal University under distance leaming mode backad by full time classes and academic & leaming support systems by Skyline, with an emphasis on overal Parsonaiiy Daevmogmann 











FMS Delhi: Is back among the Top 10 B-schools in 
the country; last year it was at #12 





focussed than, other B-school sur- 
๑ veys in the market. By “market- 
focussed", we mean we survey all 
the *stakeholders" of a B-school— 
MBA wannabes, recruiters, young 
executives, current MBAs, HR heads 
and functional heads of compa- 
nies. Therefore, we do not try to 
rate parameters like the number 
of academic papers written by a 
B-school's faculty or how many 
books it has in its library. 

Then, we apply Nielsen's 
proprietary Winning Brands model 
on eight parameters—reputation, 
teaching methodology, infrastruc- 
ture, placement, admission 
eligibility, faculty, specialist units 
and quality of placements—to 
figure out the standing of a 
B-school, both with wannabe MBA 
students as well as with the 
recruiters who will recruit these 
students once they graduate (see 
How We Ranked tbe B-schools on 
page 116). 

So, what does the 2008 survey 
tell us about the relative brands of 
the top 30 B-schools in India? Which 
ones have gained and which ones 
have lost ground? There is no change 
in the rankings of the top 5 
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Amity Business School has been ranked 7th by the | 
corporate world amongst all business schools 





Some reasons why Amity is continuously ranked top in the country: 
Govt. Recognised: Amity University is recognised by University Grants Commission (UGC) 


Rich Intellectual Capital: Amity's distinguished faculty comprises of experienced academicians from leading 
institutions and corporate leaders with rich industry experience. 


Most Hi-Tech Campus: Amity is the only pvt. University in the National Capital Region of New Delhi and 


is located on a sprawling hi-tech, 60 acre air-conditioned campus with over 2 million sq. ft. of buildings and 
world-class facilities like air-conditioned, amphitheatre style classrooms, group study rooms, imported furniture 
DEGREES and equipment, air-conditioned multi-cuisine restaurants, ATM... 
The Amity Business School has recently shifted into its new hi-tech building which has been made after 
A MB A benchmarking with top B-Schools around the world. 
s: MB A ^ Marketing & Sales The on-campus 15 acres sports complex comprises of swimming pool, cricket and football ground. horse fiding 
academy, 20 lane indoor shooting range, professional gym, tennis, squash, basketball, volleyball courts. 
£ MBA -HR yoga/aerobic rooms. 
- MBA - Entrepreneurship As India's first hi-tech smart campus, Amity has wireless broadband Internet connectivity of 20 MBPS with 
D- MBA . Retail Management over 75 kms of Fibre Optic/LAN cable backbone structure. Each student is provided with a Smart Card for access 
control/e-wallet, etc. 
จ ะ ะ เก อ ง อ ม ชร น่ า ร offered by other Ün-campus Residential Facilities: Over 5,000 students can stay on the Amity campus with choice for 
institutes of Amity University air-conditioned apartment suites each attached with bathroom and sitting lounge. 
NK ere DURS Industry-oriented Curriculum: The curriculum at Amity is highly industry-oriented and is updated by Industry 
- MBA - Biotechnology Management Advisory Boards with emphasis on all round personality enhancement. It also offers unique value addition courses 
- MBA - Insurance like foreign languages, military training, golf, art appreciation, etc. 
- MBA - Microbial Technology Management Maximum Corporate Interaction: The industry interaction at Amity is more than any other institution Over 200 
- MBA - Telecommunication CEOs and senior industry leaders have interacted with students through unique programmes like CEO Dinner 
- MBA - Hospitality Management Series, CEO's Forum, Guest Lectures etc. Amity has helped the corporate world and students interact with 
- MBA - Agriculture & Food Business over 50 management gurus like Steven Covey, Philip Kotler and Tom Peters 
- MBA - Competitive Intelligence & Corporate Warfare Excellent Placements: Thousands of Amity Alumni are Studying or working in top organisations around the 
even one year before graduating. 


AMITY 


BUSINESS SCHOOL 
Amity University Campus, Noida (NCR of New Delhi) 


Amity Helpline: 1800-11-00-00 (Toll free), 0120-2445252 | E-mail: admissions@amity.edu | Website: WWw.amity.edu/admission 
Application forms can be downloaded at www.amity.edu/admission 
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(Indian Institute of Management 
Bangalore), IIM-C (Indian Institute 
of Management Calcutta), Symbiosis 
Pune and IIM-L (Indian Institute of 
Management Lucknow) retain their 
positions at the top of the pecking 
order. IIM-A, in fact, retains its posi- 
tion at the top of the heap for the 
sixth year in succession. But there's 
one caveat. Though the Top 5 
B-schools have retained their posi- 
tions, they have to share this honour 
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BIMTECH Delhi: Gained 
six places in a year to 
reach 15! position 


The Most Important Parameters (All Respondents 
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with another iconic peer. Xavier 
Labour Relations Institute (XLRI) 


Jamshedpur breaks into this august 


list this year—at joint #5, up three 
places from its #8 rank last year. 
Beyond the Top 5, there's a fair 
amount of churn in the rest of the 
list of Top 30 B-schools in India. 
FMS (Faculty of Management 
Studies) Delhi, which had slipped to 
#12 last year, from #8 the previous 
year, has clawed its way back among 
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IMT Ghaziabad: Is a 
new entrant in the Brand 
Equity Index ranking 
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the Top 10 this year, and has 
clocked in at #9, while Narsee 
Monjee Institute of Management, 
which had climbed from #17 in 
2006 to #10 last year, has fallen to 
#13. BIMTECH (Birla Institute of 
Management Technology) Delhi is 
another institute that has gained 
six places—to #15. 

Two Mumbai-based institutes, 
K.J. Somaiya Institute of 
Management Studies & Research 
and Welingkar Institute of 
Management Development X 
Research, which had shot to promi- 
nence last year with ranks of #17 
and #15, respectively, have slipped 
this year to #22 and #23—a sig- 
nificant fall, but still very respectable, 
nevertheless. The surprise package, 
in the lower half of the list, com- 
prises three newcomers to the list— 
IMT (Institute of Management 
Technology) Ghaziabad and NIM 
(Nirma Institute of Management) 
Ahmedabad are joint #24 on this 
year’s list of 30 best B-schools, and 
FSM (Fore School of Management) 
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Delhi debuts on our list 
at #27. 

An interesting point 
that emerges from this 
year's India's Best 
B-schools Survey is the 
relative improvement in 






the brand equity of most Z as 
of the Top 30 B-schools. m =f 35 888 


As many as 19 of the Top 
30 B-schools have regis- 


tered an improvement in IIM-A | IM-C  Symbi- | XLRI : IIM-L : JBIMS- : NMIS- 
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seen no change; there are = 
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nessed a decline in their BEI score. 
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of 5.15, an improvement over last 
year's score of 4.82. Also like last 
year, IIM-B remains the only “Distinct 
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Delhi | 


ES Youn Executives Brand", with a score of 


2.49 (compared to 2.35 
last year). Last year's 
“Undifferentiated Brands", 
IIM-C and Symbiosis Pune 
retain their status this year 
and are joined in their 
league by IIM-L and XLRI 





= =  Jamshedpur. 

~ How were these 
scores determined? 

แห ่ | —— Overall, admissions eligi- 


bility, reputation and 
infrastructure were 
important factors in build- 
ing brand equity. Then, 
the quality of placements 
was more pronounced in compari- 
son to last year across categories of 
respondents. And faculty and teach- 
ing methodology emerged as 
important factors both among stu- 
dent and non-student respondents. 

So, what should institutes be 
doing to climb up the totem pole? 
The survey suggests that they 
should focus on the eligibility cri- 
teria for admissions, quality of 
placements, quality of faculty and 
reputation. HR heads, in fact, chose 
the first as the most important fac- 
tor, while MBA wannabes, perhaps 
expectedly, felt the quality of place- 
ments was the decisive determi- 
nant of choice. 

Incidentally, second-placed 
IIM-B runs leader of the pack IIM-A 
close, and even leads, on some of 
the eight factors on which the 
B-schools were rated. Interestingly, 
third-placed IIM-C, too, scores more 
than IIM-A on two—success of 
placement and quality of place- 
ment. The factor scores of the top 
5 institutes, in fact, are not very 
much different from each other. 
Thus, it is awareness and consider- 
ation that makes IIM-A the leader of 
this elite list of institutes. 

[n the pages that follow, we 
have explored some of the find- 
ings in greater detail. 8 
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Amity Campuses 1n 
Mumbai, Kolkata, Hyderabad, 
Bangalore, Chandigarh, Noida, 

Ahmedabad, Bhubaneswar 
and Indore. 


5 Y ; น rh = a de T s 
ELI 
es 4 * t Amity premises on the 6th floor of : LJ m. 
mity Premises in Salt Lake City, Kolkata — | Amity Premises in Rajiv Gandhi IT Park, Chandigarh Metro Tower, AB Road, Indore Amity premises in Banjara Hills, Hyderabad 
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Simply the Best. 


The quality of its management faculty, its case-study based approach | 
to learning, that it can get Lalu Prasad Yadav as a guest lecturer. . | 
take your pick อ ท what makes IIM-A the king of the B-school hill. 

T.V. Mahalingam 
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T'S STILL EARLY DAYS FOR 

Soumik Sardar (27) and 

Deepak Varma (24) at the 

campus of the Indian 

Institute of Management 
Ahmedabad (i1M-A). Barely a fort- 
night after arriving at the pictur- 
esque campus, the two engineers 
spend most of their free time rev- 
eling in the fact that they have 
made it to the best B-school in the 
country. They're still exploring 
the campus and catching the 
occasional game of football. “Just 
looking at the campus is an expe- 
rience," says Sardar, who is still 
soaking in the stunning architec- 
tural work of Louis Kahn. 

However, both Varma and 
Sardar know that it's just a matter of 
time before academics will con- 
sume their sightseeing and ambling 
walks. “The A in IIM-A stands for 
acads,” says Sardar, with a wry 
smile. “Several seniors have asked us 
to enjoy as much as we can right 
now. And they don’t do that just to 
psyche us out...I can see genuine 
concern in their eyes. It’s all a bit 
scary,” adds Varma. 

Varma and Sardar have reason 
enough to be scared. For one, IIM-A's 
post-graduate programme (PGP) is 
amongst the most rigorous man- 
agement PGPs in the world, with 
over 1,000 hours of contact be- 
tween faculty and students. But the 
magic potion of the country's best 
B-school has more ingredients than 
just long hours for its students. 

That IIM-A has the largest reper- 
toire of management case studies 
in the country (over 3,000), it 
notches ahead of its competitors in 
terms of student placements, pro- 
vides probably the best environ- 
ment for pursuing education, and 
has the most distinguished old boys' 
network is all well-chronicled and 
acknowledged. But another factor 
that sets IIM-A apart from the rest of 
the country's B-schools is its 


PGP 
SPECIALISATION: General management 


ADMISSION PROCEDURE: CAT, 
personal interview 








————— — 


ANNUAL AVERAGE SALARY 
DOMESTIC: Rs 17,81,000 


INTERNATIONAL: $1,20,000 _ 


BIGGEST RECRUITER: 
McKinsey and Co (12 students) — 


STUDENT PROFILE: PGP (2007-09) 
MALE:FEMALE=223:34 7 ว 
ENGINEER:NON-ENGINEER 238:19 


WITH WORK-EXPERIENCE:FRESHER 
159:98 


FAMOUS ALUMNI: Jerry Rao, KV. 
Kamath, M.S. Banga, Harsha Bhogle 


ALUM-SPEAK 

“Essentially, IIM-A is a very 
competitive place and | think my 
experience has been that the 
competitive spirit fosters 
leadership. IIM-A gets the best of 
students, provides the best 
education, and what comes out 
is top-notch leadership material” 
K.V. Kamath, ICICI Bank 


























PGP(X) (2008-09) 
BATCH SIZE: 78 





TOTAL NUMBER OF APPLICATIONS 
RECEIVED: 1,347 


CALLED FOR INTERVIEWS: 337 
AVERAGE GMAT SCORE: 728 
ENGINEERS:NON-ENGINEERS 58:20 
MALE:FEMALE: 69:9 

AGE RANGE: 27-47 


NUMBER OF STUDENTS WHO WORKED 
FOR MORE THAN SIX MONTHS 
INTERNATIONALLY: 66 


NUMBER OF FOREIGN UNIVERSITY 
TIE-UPS: 55 


NUMBER OF CASE STUDIES PREPARED 
BY IIM-A: 3,000 




















faculty. Most of its 87 teachers are 
Ph.Ds. In fact, a doctorate is 
almost a pre-requisite for becoming 
a faculty at the institute. Also, how 
many other institutes manage to 
get guest lectures from the likes of 
Vijay Kelkar, Sitaram Yechuri, Lalu 
Prasad Yadav? The buzz around 
campus is that former President 
A.P.]. Abdul Kalam is expected to 
handle a part of a course in the 
near future. 

It is, therefore, not surprising 
that the mushrooming of quality 
B-schools like the Hyderabad-based 
Indian School of Business has not 
impacted in any major way IIM-A's 
standing as the premier school in the 
country or its ability to attract the 
top employers in the country and 
internationally. *An employer gets 
a whole range of offerings—from 
bright young freshers to seasoned 
professionals with several years of 
experience at the institute. Not 
many other institutes offer that," 
says Saral Mukherjee, Chairperson, 
Placement, IIM-A. 

The fact that IIM-A constantly 
reviews and upgrades its courses on 
a regular basis helps it stay ahead of 
the curve in management educa- 
tion. In fact, very recently, the flag- 
ship course of the institute, the PGP, 
was reviewed and a whole host of 
changes are likely to be implemented 
during the current academic vear. 
These range from simple changes 
like renaming drab titles of individ- 
ual modules (for instance OM-1 & 2 
are now called Probability and 
Statistics and Decision Making) to 
introducing compulsory courses on 
topics like ethics to updating content 
of modules. “As faculty, when we 
come back to teach courses we 
taught five years ago, we are often 
stunned at the amount of change 
that has happened,” says Jayanth 
R. Varma, Dean, IIM-A, who has 
been associated with the institute 
for over two decades. 
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The institute has also suc- 
cessfully launched new courses 
like PGP(X), its one-year, full- 
time residential programme for 
experienced professionals. In 
its third year now, the course 
attracted close to 1,400 appli- 
cations for its 2008-09 batch, 
with an average GMAT score of 
728, a score that's likely to 
attract interview calls from the 
best B-schools globally. 

Having said that, it's not 
as if the road ahead for the in- 
stitute is paved with roses. The 
shortage of quality manage- 





Samir Barua/ Director/ IIM-A 


convince a Ph.D to come 
aboard simply on the assurance 
that he will be allowed 52 days 
of consulting? It may or may 
not work... band-aids don't 
work beyond a point," says 
Varma. If more than half of 
IIM-A's faculty has stuck with it 
for more than a decade, it is 
proof of the culture of 
freedom that the institute has 
managed to create. 

The crux of the problem is 
financial and operational au- 
tonomy. As the institute is fac- 
ing increasing competition not 


just nationally but also inter- 
nationally (from Chinese B- 


ment faculty is particularly 


p "The cost of processing a student involves a 
sharply felt by the institute, as a 


subsidy of up to 60 per cent. Basically, we are 
recovering just 40 per cent of the cost" 
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result of the mediocre govern- 
ment-controlled pay-scales. 
With private B-schools offering 
better pay and corporate houses 
perennially scouting around for sen- 
ior talent, IIM-A's faculty has be- 
come ripe pickings. “The number of 
senior jobs in corporate India with 
Rs 1 crore packages is rising. A full- 
time professor, on the other hand, 
makes about Rs 6 lakh per annum," 
emphasises Varma, highlighting the 
stark nature of the problem. 

The institute is attempting to 
tackle the problem on two fronts. 
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IIM-A: It is facing increasing comp 


One, it allows its teachers to take 
two years of unpaid leave and work 
for a company, thereby leaving the 
option open of coming back to the 
institute. Two, faculty members are 
permitted 52. days of consulting an- 
nually. But Varma concedes that 
these measures are stop-gap arrange- 
ments that are really being stretched 
as salaries outside the campus are on 
the rise. "These measures work bet- 
ter as a retention measure rather 
than as recruitment tools. How do | 





etition not just nationally but also 


schools that are dishing out siz- 

able pay packets), it finds its 
hands are tied when it comes to de- 
ciding its own future. Late last year, 
the institute studied the cost of its 
flagship programme and discovered 
that it was very heavily subsidised. 
“We found that the cost of pro- 
cessing a student was subsidised up 
to 60 per cent. In other words, we 
are recovering just 40 per cent of the 
cost. The extent of subsidy ought not 
to be this high,” says Samir K. Barua, 
Director, IIM-A. The institute, there- 
fore, hiked its fee early this year, 





internationally, particularly from the Chinese B-schools, which are 
dishing out sizable pay packets and are attracting the faculty 
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OTHERS WILL TELL YOU THAT THE ONLY WAY TO MOVE FORWARD WITH UNIFIED 
COMMUNICATIONS IS TO START OVER. BUT WHY RIP OUT AND REPLACE WHOLE 

CHUNKS OF YOUR NETWORK IF YOU DON'T HAVE TO? AT NORTEL, WE BELIEVE 
YOU CAN TAKE A SIMPLER, SANER ROUTE TO UNIFIED COMMUNICATIONS-ONE 
THAT STARTS WITH YOUR EXISTING INFRASTRUCTURE. IT'S AN APPROACH THAT 
MAXIMIZES THE TECHNOLOGY INVESTMENTS YOU'VE ALREADY MADE, WHILE 
MINIMIZING ANY IMPACT ON DAY-TO-DAY PRODUCTIVITY. 


FIND OUT WHY GARTNER POSITIONSINORTEL IN THE LEADERS 
QUADRANT OF THE 2007 UNIFIED COMMUNICATIONS MAGIC 


QUADRANT REPORT AT 


"T ee nt Min 
FOR MORE INFORMAMION, PLEASE CONTACT US AT 


๕ 87 


BUSINESS MADE SIMPLE 


oa a NORTEL 


Nortel, Nortel Business Made Simple, the Nortel logo and t! 
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“An employer gets a whole range of offerings—from bright 
young freshers to seasoned professionals with several years 
of experience. Not many other institutes offer that" 


only to draw flak from several quar- 
ters, including a parliamentary com- 
mittee. The extent of subsidy on 
the PGP course, despite the hike, is 
close to 25 per cent. The average 
salary of a student completing a PGP 
course is close to Rs 18 lakh 
per annum. 

With the Supreme Court up- 
holding the implementation of the 
OBC quota at IIMs, the challenges 
for the institute have multiplied 


CRUNCH TIME 


Current full-time student 


population: 750 plus 


Expected full-time student popula 


tion in two years: 1,050-1,100 
Present 


Ideal faculty strength needed to 


cope with the student 


population in 120 plus 


Wictedse |I 


[WO years 


ncreasing 


eth: Rs 54 crore 


Infrastructure costs Tot 


tU ) stude! it CITEI 


Funds promised DV J vernment 


Rs 38 crore 
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manifold. “The student population 
at the campus is expected to in- 
crease by over 50 per cent from a 
little over 750 at present to close to 
1,100 in two years. That translates 
into an ideal faculty strength of 
120," says Barua. Moreover, the 
institute has to build everything 
from classrooms to dormitories to 
accommodate the students. The 
government has promised Rs 38 
crore to meet the expansion de- 
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Jayanth Varma/ Dean/ IIM-A 


"The number of senior jobs in corporate India with 
Rs 1-crore packages is rising. A full-time professor, on the 
other hand, makes about Rs 6 lakh per annum" 


mands, even though the institute 
estimates that about Rs 54 crore 
will be needed. 

Even though IIM-A is streets 
ahead of its domestic competitors, 
its future prospects as a leading in- 
ternational B-school and its abil- 
ity to hold on to its pole position 
domestically will be severely tested 
if some of its problems outlined 
here are not addressed in right 
earnest. i 





STRENGTHS AND WEAKNESSES 


STRENGTHS 


เพ Case study-based methodology 
of education and an enviable 
knowledge base 





Has the most distinguished 
management faculty in the country 


The fact that IIM-A has been the 
best management school in the 
country for over four decades has 
ensured that only the best 
students get into the school 





A very well-linked and influential 
old boys network 





WEAKNESSES 


W The lack of financial autonomy is 
hurting the institute's growth 


B Attracting faculty is likely to be a 
challenge as private B-schools and 
corporate houses are paying more 


พ The Supreme Court judgment on 
quota for backward sections will 
increase the student population in 
the institute and dilute its ability to 
maintain global standards 





The institute's dream of setting up 
a global campus looks unlikely 
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A trip to Malaysia is one of the greatest rewards anyone could ask for. Whether you're planning a laidback hoi day 
or an adventure-packed getaway for your group, we have all sorts of programmes and attractions to suit every 
need. In the day, you can reward them with the unique experience of island hopping and underwater adventure 





ü | Meet & Experience Where they'll discover a plethora of exotic marine life. And when the sun sets, they can let their hair down at a 
= lively theme party, specially planned with them in mind. Then, they could spend a day exploring the wilderness of 
Mai f&.—  centuries-old rainforests, soak up the atmosphere of our entertaining nightlife or simply stroll through bazaars and 
| wE Asis savour authentic Malaysian cuisine. So for an incentive trip that will truly excite the senses, choose Malaysia and 
let your team of high achievers enjoy an experience that's truly Asia. 
List of events: 


* Sarawak Regatta ! - 34092008 ๑ Malaysia International Fireworks 15 - 30 Aug 2008 
* Merdeka Month Celebration 3! Aug 2008 » FEI World Endurance Championship 2008 7 - 3 Nov 2008 
* Terengganu Monsoon Cup 2008 27 Nov - 1 Dec 2008 ๑ Malaysia Year End Sale 29 Nov 2008 - 4 Jan 2009 


For more events, please log on to www.tourismmalaysia.gov.my 





Tourism Malaysia, Ministry of Tourism, Malaysia 


TOURISM t u- 18th Floor, Convention Division, Menara Dato' Onn, Naka. {SRG 
Putra World Trade Centre, 45, Jalan Tun Ismail, 50480 Kuala Lumpur. e *. p 
MALA SIA Tel: 603 2615 8188 Fax: 603 4042 5135 d a 


E-mail: enq-convention@tourism.gov.my Website: www.tourismmalaysia.gov my 








Up There, With the Best 


It may not have the profile of the IIMs as yet, but it ranks #4 in BTs B-school survey. And it's 
not an interloper; it has been ranked among the best Indian B-schools for several years now. 


Anand Adhikari 


HREE THOUSAND FEET 
above จ 0 ส 4 les el. in 
Lavale taluka on the 
outskirts of Pune 
(which is about 800 ft 
above sea level), the winds of 
change are blowing through the 
30-year-old Symbiosis Institute of 
)usiness Management (SIBM). Spread 
over 300 acres on a picturesque 
hilltop, the Symbiosis Knowledge 


54 RUSINI rà bM IULY 1 


Village, SIBM’s new residential 
campus, has become operational 
from the current academic session. 
The students, numbering a little over 
400, have already checked in, but 
finishing touches are still being given 
to the auditorium, lecture rooms, 
library and recreational centre. 

But no one is complaining about 
the “work in progress". Some new 
students even feel that “studying 


here is like holidaying in Khandala, 
Ooty or Arun 
Mudbidri, Director, SIBM, is justi- 
fiably proud of the new picture 
postcard campus. “A residential 
campus was the big missing link 
in our portfolio," he says, adding 
that he now plans to take the 
institute “to the next level in terms 
of infrastructure, faculty and 
programmes". 


Mussorie". 
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The school has established itself as one among the best B-schools in India. 


SIBM: Leagues 
ahead 





Aiming for the Top 
That's shorthand for a concerted 
effort *to challenge the supremacy 
of IIMs”. SIBM is getting there. It 
ranks #4 in the 6th gr-Nielsen 
Survey of India's best B-schools, 
the third successive year that it has 
held on to that position—ahead of 
the entire universe of Indian 
B-schools covered by this survey 
barring the Big 3 mMs (A, B and C). 
SIBM, in fact, is already threat- 
ening these IIMs on some key 
parameters. According to the BT- 
Nielsen Survey, functional heads, 
HR heads and young executives rate 
SIBM at par with, and, in one or 
two cases, even above IIM-A, IIM-B 
and iIM-C in areas like teaching 
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ESTABLISHED: 1978 

BATCH SIZE: 180 

FACULTY-STUDENT RATIO: 1:19 
COURSE FEE: Rs 2,10,000 per annum 


ENTRANCE CRITERIA: Graduates with 
50 per cent marks are eligible to 
appear in Symbiosis National Aptitude 
Programme held in December 

every year 


ANNUAL AVERAGE SALARY 
DOMESTIC: Rs 10.38 lakh per annum 


INTERNATIONAL: $50,000 per annum 
NO. OF OFFERS MADE: 233 

NO. OF INTERNATIONAL OFFERS: 11 
NO. OF OFFERS PER STUDENT: 1.88 


methodology, quality of placements, 
infrastructure and specialist units. 
Mudbidri is now focussing on build- 
ing greater corporate linkages— 
both on course content and in the 
sphere of attracting professionals 
from the corporate sector to teach at 
the institute. "It is (and will remain) 
a win-win situation for both sides. 
We'll assist the corporate sector to 
grow and, this, in turn, will help us 
grow," he says. 

SIBM has four verticals for 
corporate linkages—Corporate 
Education (training field managers), 
Competence-based Programmes 
(select programmes for senior man- 
agers), Core Development (build- 
ing new skills in managers) and 
Consulting (services). *We are also 
doing consulting work in insur- 
ance with Max New York Life. 
It's an HR initiative to address att- 
rition," says Shrirang Altekar, 
Associate Professor at SIBM. 

The school also has a very suc- 
cessful collaboration with Hindustan 
Unilever. In the first week of 
September, the entire marketing 
batch of siBM will be out in the mar- 
ket, embedded with a dozen HUL 
distributors. *Each group will be at- 
tached to a distributor for eight days, 


IBRAD School of Management 
and 
Sustainable Development 


AICTE approved M BA 


Courses 


BBA(H)-BCA 


PG Diploma in 
Rural Management 





A non profit ISO 9001: 200 
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in order to gain market exposure," 
says Mudbidri. Then, it is also de- 
veloping a practical retail module 
with Subhiksha. “There are another 
half a dozen corporate tie-ups in 
the offing. We're talking to ITC, 
Dabur, Goldman Sachs, E&v and 
others for this,” discloses Mudbidri. 
Himanshu Kulkarni, Associate 
Faculty at SIBM, who has almost 
three decades of corporate experi- 
ence, says the biggest challenge for 
B-schools is to attract talent. 
“Today, the compensation gap 
between the corporate sector and 
academia is huge,” he says. 


Expansion Plans 
In early June, SIBM launched a 3.5- 
acre campus in Bangalore's 
Electronics City. “The campus is 
virtually the replica of siBM Pune,” 
says Mudbidri. He also has plans to 
open a campus in Hyderabad, prob- 
ably by 2010. These expansions 
will be driven by corporate collab- 
orations rather than academic ones. 
“I would prefer to go with a top 
corporate to new cities," he adds. 
SIBM is also talking to B-schools 
in France and the UK to induct for- 
eign students and also send SIBM’s 
students there. “We will soon have 
multi-cultural classes," says Ameeta 
Shiroor, Deputy Director at SIBM. 
The school is laying a special 
emphasis on beefing up interna- 
tional placements. “We cannot 
match IIM-A on this count," admits 
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SIBM: Plans to begin an MBA 
programme for executives shortly 


Mudbidri. To start with, he has 
Singapore, Hong Kong and Dubai 
on his radar. “We are likely to 
launch an executive MBA pro- 
gramme with a state university in 
Dubai by the end of this year," he 
says, adding that SIBM is also in ne- 
gotiations with global corporations 
based in these three countries. 


Multi-cultural 0 เส 
rooms asin the Ging 


SIBM is progressing systematically 
on its plans to challenge the 
supremacy of the IIMs and IIM-A in 
particular. Mudbidri has identified 
aspirational value as one of his focus 
areas. "That's one area where 
aspiring MBAs place the IIMs way 
ahead of Symbiosis," he admits, 
while doling out what he calls *en- 
couraging statistics". Of the 108,000 
students who appeared for the all- 
India entrance test for SIBM last year, 
98,000 opted for SIBM as their first 
choice (for the available 180 seats). 
"The competition to get into SIBM is 
very tough," he says, but admits 
that SIBM still has to go some distance 
before it can hope to challenge the 
top three IIMs on this count. “The 
first choice for any student is clearly 
the IIMs, but Symbiosis is clearly the 
next best choice,” says Aditya 
Sihmar, a second-year student at 
the institute. Mudbidri feels the 
lack of infrastructure, and particu- 
larly residential facilities, was a ma- 
jor reason for this. “But I’m sure we 
will be able to change that percep- 
tion in the near future,” he adds. 

SIBM is also focussing on a mod- 
ule for entrepreneurship develop- 
ment this year. “Symbiosis has 
really transformed me as a leader,” 
says Vineet Nerurkar, from the 
class of 1993, who worked in Parle 
and Nivea for a decade before set- 
ting up his own media valuation 
company in early 2000. Mudbidri 
wants to institutionalise this and 
turn SIBM into a breeding ground 
for entrepreneurs. “There are thou- 
sands of opportunities to turn 
entrepreneur in today’s liberalised 
and globalised business environ- 
ment,” says Mudbidri. 

Indian B-schools have attained 
international fame for turning out 
good managers. If SIBM can take 
that forward and institutionalise a 
system of turning out entrepreneurs, 
Mudbidri might yet fulfill his 
ambition of pipping the IIMs to the 
top rank in future BT surveys. 8 
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Better Than the Best? 





London's Financial Times recently ranked it among the Top 20 B-schools in the world—the only 
Indian B-school to earn that distinction. What makes ISB rock? E. Kumar Sharma 


NDREW SIU KAI POON 

remembers his days at the 

Indian School of Business 
(SB) fondly. The first international 
student at the school, he gradu- 
ated with the inaugural batch in 
2002. A native of Hong Kong, 
Poon was nominated and spon- 
sored for the course by Citibank 
Hong Kong, where he worked as 
Assistant Vice President (Strategic 
Planning) before joining ISP's first 
batch of 128 students. He returned 
to Citibank and quickly moved up 
the corporate ladder to Vice 
President Regional Deposits Head 
for the Asia Pacific Region, 
Citibank. Last year, he joined Egon 
Zehnder International, a leading 
executive search firm that spe- 
cialises in senior-level executive 
search, board consulting, manage- 
ment appraisals, and talent man- 
agement, as a consultant. 

Poon, who is based in Hong 
Kong and specialises in the financial 
services sector in Greater China 
& East Asia, says: "At ISB, | was 
able to understand the Indian 
region and build connections with 
the powerful alumni network (not 
just his batchmates, he has also 
built connections with students of 
subsequent batches). He now lever- 
ages several of those connections in 
his new role as "the corporate 
world is looking for Indian and 
Chinese talent", he says. 

Poon is not alone. Career pro- 
gression and alumni network are 
just two of the yardsticks that pro- 
pelled it to the rr list of Top 100 
global B-schools (it ranked 20th) 
making it the first, and only, Indian 
school to make it to that iconic 
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list. The other elements that helped 
it get there were average salaries, re- 
search work and publications. 
Disclosing the news of the rank- 
ing to students in late January this 
year, ISB Deputy Dean Ajit 
Rangnekar, said: “We have scripted 
our version of the T-20 victory.” 


The entry into the list, he feels, is all 
the more significant as the school 
happens to be the youngest school 
to have made it to the list. “The F7 
ranking has led to a lot of interest in 
the school," says M. Rammohan 
Rao, Dean of ISB. 

Rao has always maintained that 
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Education Loan from SBI 
SBI Scholar Loan for bright and lucky students 
4 joining elite institutions such as IITs/IIMs 


๑  Lowinterest rates 
๑ Loans sanctioned at the Campus branches 
๑ Loan upto Rs.15 lacs 


SBI Education Loan for al! students 

* Loan upto Rs.10 lacs for studies in Indio and upto 
Rs.20 lacs for studies abroad. 

๑ Easy Repayment 

๑ Funding of Tuition and Examination fees, 
purchase of accessories-Laptop, Computer, 
Two Wheelers and Travel Expenses. 


SBI Career Loan for those training for assured 

employment 

๑  Fullycollateralised loans, for individuals 

๑ At present for Commercial Pilot training 
courses and Airhostess training courses in 
India and abroad. 

* Loans upto Rs.20 lacs 

๑ Easy Repayment in 36 months. 


For further information call 1800 112211 (Toll Free) www.statebankofindia.com 


what sets the school apart is in the 
rigour and intensity of the course. It 
offers a wide array of over 70 elec- 
tives across five leading focus 
areas in the programme: Analytical 
Finance, Entrepreneurship, Strategy 
& Leadership, Operations and 
Information Technology Mana- 
gement and Strategic Marketing. 
“ISB feeds us with candidates 
with relevant experience, back- 
ground and interest that match our 
unique requirements even though 
we are quite open to non-standard 
talent that could also fit our needs," 
says Prabir Jha, Global Chief of HR 
at Dr Reddy's Laboratories, which 
regularly recruits from ISB. 


One-year Wonder 

Interestingly, unlike the rest of the 
Indian top-rung B-school universi- 
ties, ISB offers only one-year resi- 
dential courses (several B-schools 
like the IIM-A and IIM-C have started 
offering such courses recently)— 
the reason it doesn’t feature on BT's 
list of India's Best B-schools, which 
considers only those schools that 
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offer two-year programmes. Also, 
unlike its Indian peers, but like 
many leading American and 
European B-schools, like Wharton 
School and London Business School, 
it admits only students with prior 
work experience (the minimum 
requirement is two years, but the 
average experience of students is 
five years). “This is important as it 
means students have the ability to 
relate to the real world and are able 
to compress the learning cycle 
time," says Kavil Ramachandran, 
Associate Dean, Academic 
Programmes. 

This also means that at least 
some of its students are married, 
and a few also have children. The 
school offers separate quarters for 
married students and there are sep- 
arate activities designed to keep the 
family and children engaged on the 
campus. *My baby is just 13 months 
old; this is an important develop- 
ment time for him and my wife is 
able to spend time with the baby," 
says Samuel Kuruvilla, who quit 
Fidelity Business Services, a mutual 





fund house, where he was an analyst 
programmer, to enroll here. On an 
average, each batch comprises 20 to 
25 per cent married couples, which 
means the 440-strong current batch 
at ISB has 80-100 married couples 
staying on the campus. 


Focus on Research 

Its focus on research is its major 
usp, and ISB is building on its 
strengths by setting up "centres of 
excellence" in this area. In March 
this year, its Centre for IT and the 
Networked Economy received an 
endowment of Rs 35 crore from 
venture capitalist Srini Raju, for- 
mer Executive Director of Satyam 
Computer Services. Following the 
contribution, Ravi Bapna, Executive 
Director of the Centre, told BT: 
“We will use the interest income 
from the endowment to attract 
global faculty and students from 
partner schools around the world.” 
The other benefit: it will allow 
key team members to focus on 
value creation rather than on 
resource mobilisation. 
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The Centre's mission 
Is to encourage innovative 
thinking and on maximis- 
ing the benefits of infor- 
mation and communica- 
tion technologies (ICT) to 
business and society. Says 
Raju: *To be a top-class 
institution today, B-schools 
have to not only impart 
knowledge but also cre- 
ate it. Here at the ISB, there 
is a commitment and a 
clear plan on encouraging 
original research." 


Ironing Out the 
Glitches 
The Fr ranking has given 
the school a lot of inter- 
national exposure, but it 
has also helped the 158 
management turn the spotlight on 
itself, and thrown into stark relief 
some key weaknesses. Among these 
are the relatively low proportion of 
international students, resident fac- 
ulty strength and quantum of 
research. *Four more teachers will 
join us in three months, taking the 
strength of the resident faculty to 
30. Then, in the next batch, we 
hope to increase the share of 
international students to about 8 
per cent (from 5 per cent at pres- 
ent)" says Rao, adding: “We need 
to focus more on research and also 
have to publish more papers." 
The issue of a stronger perma- 
nent resident faculty, in particular, 
is a cause for concern. Although 
the school has been able to attract 
high quality visiting faculty, its 
inability to build a strong permanent 
faculty is slowing down its plans 
of offering strong PhD programmes 
(it does not offer PhDs at present). 
A comparison will be in order here. 
IIM Ahmedabad, for instance, has 
75 resident faculty members for a 
batch strength of around 250. By 
this yardstick, ISB should have about 
120 permanent teachers for its 440 
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Samuel Kuruvilla and his family on the ISB campus 


students. But, IIM-A does not have 
visiting faculty, which is quite strong 
at ISB. So, all things considered, ISB 
still needs a permanent resident fac- 
ulty strength of at least 50. 

*We have comfortably crossed 
the challenge of attracting high 
quality resident faculty," says 
Ramachandran of Isp. “Now that 
our faculty strength will cross 30, 
we will have the critical mass to 
start designing a world-class PhD 
programme,” he adds. 

Talk to students and they point 
to some of ISB’s unique strengths. 
“Given the massive diversity of 
students and the wealth of experi- 
ence they bring with them, there is 
lot of learning outside the 
classrooms,” says Dr Shankhabrata 
Bagchi, a triple gold medalist in 
MBBS and an IPS officer (he topped 
the National Police Academy, 
Hyderabad, in 1998). He is on a 
one-year sabbatical from his service 
and has not yet made up his mind 
about his future career path. 


Future Perfect 
In 2010, isB will be reaching full 
capacity with a student popula- 


tion of 560, marking the 
end of its Phase I expan- 
sion plans. Rao says that 
ISB is already planning a 
second campus at 
Mohali. *We expect to 
receive approvals from 
the Punjab government 
soon, and hope to have 
the campus operational 
by 2011," he says. At 
Mohali, tsb is planning to 
start with a batch of 140 
students and gradually 
ramp this up to 350 over 
five years. 

So, how do the re- 
cruiters view the school? 
“Our intake from ISB has 
been increasing each year 
and last year it increased 
by 12-15 per cent,” says 
Rajan Kanagasabai, Head of Talent 
Acquisition Group at Satyam 
Computer Services. Or as Jha of Dr 
Reddy’s, which gets a significant 
part of its lateral hires from the 
school, says: “When looking at 
lateral hires, we have our leader- 
ship pipeline in mind. Here, the 
global character of ISB students— 
many of whom have studied or 
worked abroad—is a huge advan- 
tage, as 80 per cent of our rev- 
enues come from overseas mar- 
kets and 20 per cent of our work- 
force comprises non-Indians.” 

Recruiters are also willing to 
pay top rupee (or dollar) for ISB 
graduates. The average domestic 
and international (annual) salaries 
bagged by the Class of 2008 (the 
latest batch) were Rs 19 lakh 
and $144,812 (Rs 62 lakh), 
respectively. 

But such statistics are inciden- 
tal to Rao’s scheme of things. Ask 
him where he sees ISB five years 
from now, and pat comes the 
reply: “Have several campuses and 
rank among the top 10 B-schools 
of the world." ISB is already into 
Stage II of the journey. m 
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IIM Shillong: New Kid on the Block 


It's the newest kid on the IIM block. But can the latest addition to this iconic family 
match up to the standards of its eponymous forebears? Joydeep Bhattacharjee 


HEN THE US CELEBRATES 

its Independence Day on 

July 4 this year, Shillong 
will also have something to cheer 
about. That day, the newest Indian 
Institute of Management (1M) will 
open its doors for the first time. 
Christened Rajiv Gandhi Indian 
Institute of Management (RGIIM), it 
will begin its first academic session 
with 71 students. 

RGIIM-S, which currently op- 
erates out of the Mayurbhanj 
Complex in Nongthymmai in up- 
town Shillong, will move to a new 
120-acre campus in Mawdiangdiang, 
20 km from the city centre, in about 
two years. “This new 
IIM will benefit the re- 
gion in terms of hu- 
man resource devel- 
opment, and enable 
a larger number of 
students to wear the 
IIM tag," says Ashoke 
K. Dutta, the new 
Director of RGIIM 
Shillong, who is an 
alumnus of IIM 
Calcutta and has 
worked for more 
than 30 years in the corporate world 
and in Indian media houses. 

RGIIM-S, which will begin with 
the regular Post Graduate Diploma in 
Business Management this year and 
later include a Fellowship Prog- 
ramme in Management and 
Management Development Progra- 
mmes, attracted nearly 10,000 
applicants for 60 seats that it had 
originally planned to open with. 
"But seeing the response, we in- 
creased our intake to 71 students," 
says a proud Dutta. RGIIM-S 


อ tor 
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Ashoke Dutta, 


RGIIM-S 





RGIIM-S;z.Lhe latest b 





Chairman Rathin Dutta 
says the credit for the 
huge response is not 
entirely theirs. “The 
state government has 
been extremely sup- 
portive in getting RGIIM- 
S up in a record time,” 
he adds. 

RGIIM-S, which is 
starting with a nine- 
member faculty, will 
beef it up as it intro- 
duces more courses and 
increases its student intake to 120 in 
the third year and 180 in the sixth 
year. Then, to ensure RGIIM-S's rele- 
vance to the region, Ashoke Dutta 
has proposed a special centre for 
short-term certificate courses exclu- 
sively for students from the North 
East. “Given the highly competitive 
nature of selection for the IIMs, we 
fear that a sufficient number of stu- 
dents may not make it to RGIIM-S 
from within the region. So, we have 
proposed to the Department for 
Development of North East Region 


to allow us to set up a Centr 
Development of the North Ea 
Region. The ministry has in prit 
agreed to open this centre," he 

Like any start-up, RGIIM-S i: 
facing its share of problems. I 
does not have a full-strengtl 
ministrative staff. The Director 
fact, functioning without any 
sonal staff. Work on equippin 
institute with state-of-the-art 
frastructure, including WI-Fi-en. 
Internet access, has also bee: 
layed. *But we've now given V 
the contract to wire up the 
pus. So, this issue should get s: 
out soon," says RGIIM-S's P: 
Relations Officer. 

But the real test for the ins 
lies ahead. Dutta and his team hz 
live up to and maintain the reput 
of the IIMs as world-class mai 
ment schools. But Chairman I 
sounds upbeat when he says: “I 
have a positive approach you c: 
anything in life." 

(The author is a Sbillong-b 
freelance journalist.) 


ร อ 6 น อ |! แ แ ๒ น ุ ว แอ “4 ๑ ๒ / ๒ เพ ็ น เ / เ น อ ว “3495 ๐ 1 ว แน 1e S/OO} pue 
T | เฮ เอ ส “อ อ ร เน แน เพ ซอ แม 
ร น แอ อ ร 3u3 Gay 

| : ธ 0 น ร เษ เอ นุ ว Ino 


oipnj$ |enstA- 


4H0S042!lA 


s ง 
dili. 


"น 0 เร ร อ ส ano ' เ อ ต ุ น อ ง 0 ส่ เท อ , 









BIFT's 
Masters Programme in 


International Business (MPIB) 
with an Overseas Study Module (OSM) 





BIFT offers its 2 year Masters Programme in International Business and has tied up with the Nanyang 
Technological University (NTU) for an add-on short term certificate course at NTU (Singapore). 


Nanyang Business School Ranked 46" amongst Top 100 Global MBA Schools in the world." 


BIFT belongs to the renowned 57 year old Badruka Education Society of Hyderabad, and was established in 2001 
under an MoU with the renowned Indian Institute of Foreign Trade (IIFT ), Delhi. 


*Source : Financial Times, Global MBA Rankings 2008 
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HIGHLIGHTS OF THE PROGRAMME: ต Overseas Study Tour = 100% placements at attractive 
compensation packages m Add-on short term certificate course at NTU, Singapore - Value addition at marginal additional cost 


MPIB-A MANAGEMENT PROGRAMME WITH A CUTTING 
EDGE. : Covering not only all subjects of an MBA programme of a 
standard B-School but also international business / foreign trade / WTO, 
international business laws, international business negotiations, 
international finance, international marketing, commodity trading, etc.. 


PLACEMENTS : 100% placement track record at attractive salary / 
compensation levels. Past recruiters : ABN Amro Bank, Citi Financial, Coca 
Cola, Citybank, Deloitte, e-Serve International, Future First, Glaxo Smith Kline 
Ltd. HSBC, Hindustan Pencils, ICICI Bank, India Bulls, Maersk, Mahindra & 
Mahindra, Reliance Money, Sab Miller, Satyam Computers, Tata Chemicals, 
Visa Facilitation Services, Wipro, Zensar Technologies etc.. 


FOREIGN TOURS : Industry / port study tour in Singapore / 
Malaysia. 
COMPUTER LAB : A Computer Lab having 80 Pentium-IV PCs 
onaLAN. 


Wi-Fi FACILITY : For instant wireless connectivity in campus. 
LAPTOPS : willbe provided by BIFT to all students. 





E.DATABASES :e-Journals under EBSCO, Prowess, India Trades, etc 


FACULTY : Competent faculty of BIFT and senior faculty from premi 
institutions such as IIFT / IIMs and foreign 

ELIGIBILITY : QUALIFICATION - A graduate level degree from ar 
University with a minimum of 5096 marks. 

Candidates appearing for final year degree examination can also apply 


HOSTEL FACILITY : Provided separately for boys & girls at cost. 
FOREIGN / NRI APPLICANTS :Admission based on GMAT score: 


HOW TO APPLY : Admission for 2009 - 2011 will be announct 

later & posted on the website in Nov. / Dec. 2008. Scores of th 
following tests CAT / IFT / GMAT / MAT / XAT / SNAP are reckoned f 

admission. 

Admission based on scores in the entrance test, Group discussions a: 

personal Interviews. 


EDUCATIONAL LOANS Being offered by several banks as ps 


banking norms. 
Director, BIN 


BADRUKA INSTITUTE OF FOREIGN TRADE 


Station Road, Kachiguda, Hyderabad - 500 027. 
Website: www.bift.ac.in Tel: +91-40-24650597 / 24741610, Telefax: +91-40-24650597. Mobile: 94414 35680. 


e-mail: biftian2006@yahoo.co.in; biftoB(ogmail.com 








A B-school Big on Asia 


The Asia Graduate School of Business focusses on the business 
needs and practices of the Asian region. E. Kumar Sharma 


OST GLOBAL CORPORATIONS 
today look at the Asian 
region with great interest. 


To many of them, it is the Chinese 
dragon and the Indian elephant that 
will jointly drive future growth. So, 
how about a business school that 
offers a fast-track MBA programme 
tailor-made to suit the business needs 
and practices of the Asian region? 
Well, that's exactly what the Asia 
Graduate School of Business (AGSB), 
coming up near Hyderabad, is 
attempting to achieve. 

Promoted by the Mumbai-based 
ITM Group (a trust and a Section 
25 company), AGSB has a clear Asia 
focus and is associated with the 
Ohio State University of the Us and 
the Tianjin Polytechnic University 
(often called as the MIT of China). 
“In the us, when I talk to recruiters, 
they seem to be looking for people 
who can go and work in Asia, and 
especially in China and India, and 
that is not quite the emphasis in 
Indian B-schools," says H. Rao 
Unnava, W. Arthur Cullman 
Professor of Marketing at the Fisher 
College of Business, Ohio State 
University. He is in India to recruit 
faculty for the new school. 

But there is more to AGSB than 
just an Asia focus. “India promotes 
commodity-type MBA education 
under the AICTE-approved MBA for- 
mula,” says P.V. Ramana, Chairman 
of the ITM Business School, adding: 
“AGSB is an attempt at emulating 
the success of ISB.” The school, he 
says, will charge half of what ISB 


does but the question is: how, with 
foreign institutional backing, can 
AGSB hope to be affordable? The 
mantra is to cut administrative over- 
heads, build efficiencies and plough 
back money into education. This 
explains why, even though the 
school will begin its first course only 
in September this year, it is hopeful 
of breaking even next year. 
Brigadier P. Raj Kumar (Retd), 
Director of AGSB, says the school 
will offer two programmes: a one- 
year Post Graduate Programme in 
Management (PGPM) with six foun- 
dation courses and 12 core courses 
with two areas of focus 
(International Business and 
International Finance). The pro- 
gramme includes a six-week summer 
term in Tianjin, China. Five courses 
will be taught by the faculty of Fisher 
College of Business, Ohio State 
University, and two courses by the 
faculty of Tianjin Polytechnic 
University. The rest will be taught by 
the Asia Graduate School faculty. 
Then, there is also a two-year 
Post Graduate Programme in Asian 
Management (PGPAM) being offered. 
Year I will include six foundation 
and six core courses and a summer 
internship in India, while Year II 
will have six courses focussed on 
Chinese businesses and a four-month 
internship in Chinese companies. 
The fees for the one-year PGPM is 
Rs 8.5 lakh (including hostel fees 
and expenses for a summer intern- 
ship in China but excluding living 
and travel expenses in China). The 





ITM Business School's Ramana: 
Emulating ISB's Quality 


two-year PGPAM costs Rs 9.5 lakh 
(Rs 5.5 lakh for Year I and Rs 4 
lakh for Year Il). 

The school will have facilities 
for 1,200 residential students and 
100 full-time resident faculty mem 
bers at full capacity, in about five 
years. The work on the campus, 
modelled on an American campus, 
has just started. The high-tech pre- 
fabricated steel and glass structure Is 
being built in Uttaranchal and will be 
installed on site by September 2008. 

What about recruiters’ interest in 
AGSB? BT spoke to some of them 
and not many are still aware of this 
new school. But one leading 
recruiter, who did not wish to be 
quoted, as he did not know much 
about the school as yet, felt that for 
Indian companies, which are 
increasingly going global, an Asian 
focus may be interesting, but that by 
itself, will not be sufficient as most 
global players have fairly compre- 
hensive leadership templates. Ar the 
moment, therefore, they may want 
to wait and watch. 


AGSB hopes to be affordable by cutting administrative overheads, building 
efficiencies and ploughing back money into education 
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One-year Miracle 


Many executives are using the shorter PGPX/PGPEX programmes at IIM-A and IIM-C as their 
stepping stones to life-changing mid-life career switches. N. Madhavan 








B After 11 years in Tata Motors, 
Arun Pratap Singh (35), an M. Tech 
from IIT Kanpur, was getting in- 
creasingly restless with the routine 
nature of his job as a Senior Manager 
at the company’s Lucknow plant. 
He longed for faster career growth. 


w Sashi Sairaman (29), an electrical 


and electronics engineer, was part of 


- 


the team at Defence Research © 
Development Organisation (DRDO) 
that developed India’s first robot. 
But after six-and-a-half years in the 
technical line, she began dreaming of 
a job where she could handle the 
entire spectrum of a business. 


O, WHAT DID THEY DO? SINGH 

enrolled for the one-year post- 

graduate diploma in manage- 
ment for executives (PGPX) at the 
Indian Institute of Management 
Ahmedabad in April 2007, while 
Sairaman enrolled for a similar pro- 
gramme, called pGPEX, at the Indian 
Institute of Management Calcutta in 
December 2006. Today, three 
months after graduating, Singh is 
Vice President of Electrotherm 
India’s two-wheeler division, and 
heads its electric scooter business. 
His responsibilities include prod- 
uct development, production and 
marketing. Sairaman is living out 


her dreams as well. She 
Business Manager (Interr 
Markets) at Levis Straus: 
and is in charge of the us je 
casual wear giant's bi 
across five nations— 
Bangladesh, Myanmar, Sr 
and the Maldives. 

Singh and Sairaman are 
examples of young and 
young executives who hav 
these career-changing prog 
that the two IIMs launch 
years ago. The numbers b 
the popularity of the: 
courses. IIM-A received 
applications for the thir« 


Mid-career course corrections can be extremely rewarding. Companies 
willing to pay a premium for PGPX/PGPEX students. 


68 BUSINESS TODA) 


IULY 1 2008 


International Business School 
for 
MBA 


Degree from a UGC recognized University 


IBS Edu-vantages 


e Foreign University Lecturers to share their wealth of knowledge © Awe inspiring academic infrastructure 
i Fi enabled campus * Industry visits * Corporate suits for all e Outstanding faculty * Proactive Placement Cel 
e 3 Internships * Separate hostel facilities for boys and girls € Study loan assistance 


Business Sero 


8 ฯ แ 100, Near Jaitpur Red Light, Mathura Road, Badarpur, New Delhi-110044, Mob. : 09350237162, 09312720261, 09312748970, E-Mail : delhiits edu ก 
SCO 310, Sector 380 Chandigarh- 160036, Mobile : 09878935636, 09779032223 E-mail: chandigarh@ibs.edu.in 
301, Vikrant Khand -1, Gomti Nagar Lucknow Tel.: 0522-3218811/22, Mob.: 09919994999 E-mail: lucknow(@ibs.edu.in 
401, Satyam Mall, Near Satellite Tower, Satellite, Anmedabad-380015. Mob.: 9327123165 , 09376932906, 09377698472, E-mail: ahmedabad@ibs อ ย บ เก 
#15,18th Main,3rd Floor, Opp:RBI Layout, J.P.Nagar 7th Phase, Bangalore-560078 Tel: 080-40520500 Mbo.: 09342585306,09343827457 08943763752 
E-mail: bangalore@ibs.edu.in 
7th Kumtha Street Near GPO, Opp. Hotel Windsor and Hotel Maharaja, Ballard Estate, CST, Mumbai-400038 Mob.: 09324292902 E-mail: mumbai@ibs eduin 
Hermes Vishal, C-6, 3rd Floor, Lane-7, Koregaon Park, Pune-411001 Mob.: 09766655202, 09371307355, 09371307354 E-mail: pune@ibs edu in 








of its PGPX programme, which be- 
gan in April this year, up from 773 
it received for the first batch. In 
response to the increased demand, 
IIM-A, which charges Rs 15 lakh for 
the one-year residential course, has 
increased the batch size to 78 in 
2008-09 against 60 earlier. At IIM-C, 
over 3,000 applications have al- 
ready been downloaded for the 
third PGPEX batch that will com- 


mence studies in April 2009 de- : 


spite a sharp increase in fees from Rs 
8 lakh to Rs 14 lakh. It is also in- 
creasing its batch size from 40 to 48. 

Why are so many people opting 
for these courses? “Many young 
professionals get into jobs imme- 
diately after graduating. Some years 
down the line, they feel the need for 
an MBA degree to accelerate their 
growth, take their skills to a differ- 
ent market and get a quantum jump 
(in pay),” says Arvind Sahay, Head 
of the PGPX Programme, IIM-A. Adds 
Biju Paul Abraham, Chairman PG- 
PEX, IIM-C: “The shorter duration is 
an attraction as most people with 
over five years of work experience 
don’t want to spend two years in a 
college again.” 

The course content is tweaked to 
factor in the experience of students. 
“We do not sacrifice content simply 
because it is a one-year course. They 
(students) learn everything that is 
needed; what is left out are things 
which they do not need because of 
experience," says Abraham. 

Such mid-career course correc- 
tions can be extremely rewarding. 
Thus far, both IMs have a 100 per 
cent placement record and more 
importantly, companies are willing 
to pay a premium for PGPX/PGPEX 
students. The average salary for an 
MBA without prior work experience 
at IIM-A in 2007-08 was Rs 13 lakh; 
the corresponding figure for PGPX 
students was Rs 25 lakh. The high- 
est salary paid for PGPX students in 
2007-08 was Rs 51 lakh for a job in 
India and $155,000 (Rs 63.55 lakh) 
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Sashi Sairaman: Living out her dream 


for an overseas placement. In IIM-C, 
the corresponding figures were 
Rs 43 lakh and $200,000 (Rs 82 
lakh), respectively. 

*Candidates with executive MBA 
qualifications are usually much 
more mature and balanced in their 
approach. They understand man- 
agement principles and apply them 
berter. They are also better pre- 
pared and ready to handle middle- 
and senior-level responsibilities," 
says T.V. Mohandas Pai, Director, 
Human Resources, Education, 
Research & Administration, Infosys 
Technologies. *There is a need for 





Sahay: Charting a growth path 





hiring people laterally at senior lev- 
els; so, it will be good if the IIMs 
expand their executive MBA 
programmes," he adds. 

But infrastructural bottlenecks 
are preventing both IIM-A and IIM-C 
from expanding. “The availability of 
faculty is the main hurdle; then, 
there is also a need to provide fam- 
ily accommodation for each stu- 
dent,” says Abraham. Like at the 
Indian School of Business 
Hyderabad, PGPX and PGPEX 
students can stay with their families 
on the campus. Abraham wants to 
expand the batch size at IIM-C to 
120 over the next three to five 
years. Seeing the success of the pro- 
grammes at IIM-A and IIM-C, IIM 
Lucknow has announced that it will 
commence a similar executive MBA 
programme from the 2009-10 
academic year at its Noida campus. 
iM Bangalore also plans to launch a 
one-year executive MBA next year. 

These courses not only offer 
excellent scope for mid-course 
career corrections and a shorter 
route to middle and senior man- 
agement positions but also a rapid 
increase in compensation packages. 
According to data provided by IIM- 
A, the average salary of incoming 
students in 2007-08 was Rs 10.80 
lakh, while their average salary after 
passing out was Rs 26.80 lakh. That 
alone should explain the popularity 
of these programmes. I 
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Iwo IIM-A students have very different dreams, and see themselves at 


different places 
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THER THAN THE FACT THAT 

they have recently made 

it to India’s leading B- 
school, and the fact that they share 
a mother tongue (Bengali), Arpita 
Kar and Tanya Choudhury are like 
chalk and cheese. All of 21, Arpita 
is the focussed, eager beaver who 
wanted to be an investment banker 
since she was 16. “An MBA from a 
premier institute was just a natural 
progression from my degree 
in commerce," says a very clear- 
eyed, chatty Arpita who loves 
listening to Bollywood music. Her 
current favourites are the songs 
from Tashan and Race. She 
didn't elaborate on her much-loved 
tracks as Tanya chips in with a 
warning: *Remember all this will 
get published." 

Tanya, 23, on the other hand, 
is a Mohammad Rafi, Abba and 
Beatles fan. The B.A. English 
(Honours) graduate from Jadavpur 
University is a lot more laid back, 
and lot more dreamy eyed than 
her younger batchmate. “I’m miss- 
ing the comforts of a familiar 
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place, missing the people I used to 
know," says Tanya who is stay- 
ing away from home for the first 
time in her life. *Back home 
(Kolkata), | knew where to go, to 
buy what and what price to pay. 
It's a bit strange here," says Tanya, 
whose favourite books include 
Wuthering Heights and Angela’s 


Ashes. Her favourite quote is one 


by G.K. Chesterton: “Fairy tales 
are more than true; not because 
they tell us that dragons exist, but 
because they tell us that dragons 
can be beaten.” 

Both of them are polyglots. 
Arpita can speak English, Hindi, 
Bengali and French. “I learnt 
French largely because it looked 
good on my CV,” jokes Arpita. 
Tanya, on the other hand, can 
speak English, Bengali, Hindi and 
a smattering of Arabic—thanks to 
her upbringing in Saudi Arabia. 

Both Tanya and Arpita 
concede that despite being rated 
very high in their respective aca- 
demic careers, the quality of talent 
at the institute makes them feel 


“inadequate”. “One feels inade- 
quate because there is always some- 
body better,” says Tanya, who 
worked for a brief while as a 
copywriter in a small agency in 
Kolkata. Arpita joined the course 
right after passing out from Lady 
Shriram College, Delhi. “Pm a 
fresher with no work experience to 
talk about. In that sense, I have a 
little to contribute and a lot to 
gain," says she. 

So, what do they expect to do in 
future, other than earn a fat six- 
digit pay packet at the end of two 
years of slumming? For Arpita, 
it’s again a question of progression. 
“Pve always loved playing with 
money," she laughs. “So I guess, it 
will have to be a job in finance." 

As for Tanya, her own small 
outfit to help the less privileged 


would be a possible dream job. If 


that doesn't happen, she'll settle 
for a job in media and communi- 
cations. "I hope I have the ability to 
get over the lure of what I’m likely 
to earn once I pass out of here," 
says Tanya. m 
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HE GLOBALISED WORLD AND 

the near double-digit growth 

in Indian GDP over the last 
few years have created a major 
demand-supply gap in management 
personnel. This has led to an anom- 
alous situation where even 
mediocre people command a 
plethora of jobs and premium 
salaries. On the other hand, the 
business world has become impa- 
tient and intolerant of failures. This 
paradoxical situation creates pseudo 
value for people's untested abili- 
ties. At the same time, there is a 
dearth of space and support for a 
young person to make mistakes and 
learn. The system is quick to punish 
performance shortfalls and seeks 
out replacements, while all the time 
lamenting the poor quality and sup- 
ply of talent. 

[t is into this pampered and 
simultaneously punishing workplace 
that freshly-minted MBAs step in. 
They have been fed earfuls of false 
eulogies on how great they are and 
how the organisations they are 
going to work in must consider 








Handling MBA Egos 


Organisations like ICICI Bank put management grads through rigorous 
intemships, says K. Ramkumar, Group HR Head, ICICI Bank. 


themselves fortunate to have them 
in the first place. Fed on such hy- 
perbole, these gullible young adults 
take all the commendation and 
praise to heart too literally. This 
way, they come out of the pro- 
tected world of academic excel- 
lence and classrooms into the com- 
petitive and cut-throat world of 
commerce with a naive self-image 
that says: “I am the best and I know 
better than those already at work.” 
Wrapped up in this false belief 
about their own importance and 
worth, these people expect to dic- 
tate terms to the organisation right 
from the beginning on the kind of 
job they want to do, the boss they 
prefer to work with, the strategy 
the organisation needs to follow, 
the changes they need to bring into 
the organisation’s structure, 
systems and processes and more. 
This is a fallacy because no 
organisation has the kind of job 
that meets these kinds of expecta- 
tions. But, then, | would not blame 
the students; this myth has been 
drummed into their heads by the 
organisations and industry repre- 
sentatives who go to campuses and 
mislead them. But the upshot is 
that most youngsters who gradu- 
ate from B-schools lose their ability 
to critically look at reality and assess 
what they are actually capable of 
doing. They end up wasting the 
first five years of their careers in 
trying to search for that non-existent 
job that they have been promised. 


Young management graduates 
should feel fortunate for having got 
good education and jobs and shed 
the attitude that they are the best 
and deserve to get the best. 

Unlike other streams, manage- 
ment studies do not have tough 
internships. In all other professions, 
one has to go through rigorous 
internships. It is this rigour of 
internship in the first few years that 
creates a well-rounded professional. 
Most management graduates are 
fixated with careerism and about 
attaining certain titles and earning 
immediate monetary gains. 

| do not have a problem with 
this attitude if only one also spares 
a thought for professionalism. 
Professionalism is about choosing a 
certain domain, working hard 
towards becoming a leader in that 
domain and bringing about a change 
in his or her lifetime within that 
professional domain for people to 
remember and respect you. 
Careerism, according to me, has to 
co-exist with professionalism. B- 
schools are oriented towards only 
creating employee managers and 
not leaders. MBAs, I would say, are 
the new administrators or bureau- 
crats. A leader, on the other hand, is 
someone who causes change irre- 
spective of the resistance and road- 
blocks. This is where a rigorous in- 
ternship supplements the learnings, 
which, in B-schools, is largely cog- 
nitive and idealistic. 

Managing the aspects of 


Managing competing and conflicting priorities can be learnt only in an 
internship of a few years and not during meaningless summer projects. 
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execution, dynamics of multiple 
people interfaces, overcoming em- 
bedded blocks in a system and man- 
aging competing and conflicting 
priorities and agendas without get- 
ting exasperated, can be learnt only 
in an internship of a few years and 
not during meaningless summer 
projects. So, given this scenario, it is 
challenging to manage the aspira- 
tions and careers of ambitious MBAs. 

We have just recruited 200 MBAs 
from premier B-schools and the 
first thing we do is to put them 
through a transition workshop. We 
sensitise them to the industry. Their 
excellent marks were valuable only 
till the time they were given this 
job. Once they are inside the 
organisation, those marks and cer- 
tificates are of no use any more. 
The workplace is very different 
from the academic environment 
that they have come from. 

As an organisation, we tell the 
candidates about four main values. 


First, we want execution skills and 
not intellectual skills alone. We look 
for how one can execute under pres- 
sure and tremendous constraints. 
We make it clear that we are not 
looking for strategic skills initially. 
Those will be looked into after 10 
years of being in the profession. 
Then, we let these youngsters know 
that if they cannot work with other 
people or in a team then they are 
failures. We want strong emotional 
resilience. Thirdly, we do not want 
cherry pickers who only want to 
do certain kinds of jobs. All jobs 
are important and to be a leader 
one has to go through the whole 
rigmarole. Lastly, we like people 
who are problem solvers and have 
the capability of working and man- 
aging in disorderly conditions. 
Today, increasingly, the busi- 
ness world is becoming a place 
where failure to honour commit- 
ments is punished harshly and 
instantly. The execution orienta- 





tion has to be coupled with a clo- 
sure orientation. We make it clear to 
them that they have to earn the 
credibility on the platform of per- 
formance before they can try to 
change things. One needs to be a 
part of the system first and under- 
stand it before trying to bring about 
changes that are sustainable. We 
make it very clear to the young- 
sters that knowledge is 10 per cent 
useful as a concept but when 
applied to problem solving, it is 90 
per cent efficacious. 

We believe in sensitising the 
young and capable on what it is to 
enter a workplace. | would say we 
have made a beginning in 
finding ways to help capable 
youngsters adapt to a world out- 
side the sheltered precincts of an 
educational institution. But | 
would also say that we are still 
experimenting. 

(AS TOLD TO ANUSHA 
SUBRAMANIAN) 


One needs to be a part of the system first and understand it before trying to 
bring about changes that are sustainable. 
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The Global Manager 


What does it take to become a true global manager? And can B-schools teach students the 
nuances of succeeding in a globalised environment? Anusha Subramanian 


» 


IIM-A class in progress: The road to Global Inc. starts here 


m Before Ramesb Natrajan, 40, 
became tbe India-based Deputy 
Country Manager-Soutb Asia of DHL, 
he did a two-year stint as Deputy 
Country Manager-DHL Express in 
Malaysia. An alumnus of HFT (Class 
of 1995), Natrajan bas put in six 
years with DHL, where be began as 
Head of Marketing. Before being 
deputed to Malaysia, he went 
through DHL’s Deputy Country 
Manager Programme, an initiative 
aimed at grooming future leaders. 

m Brajesh Bajpai, 37, an alumnus 
of XLRI's Class of 1996, is the 
Regional Head, Middle East and 
North Africa at Mumbai-based FMCG 
major Marico, which he joined in 


2006 as Country Head for Egypt, 
after spending over a decade with 
PepsiCo in India across functions 
as diverse as Sales, Marketing, 
Operations and Franchise & Brand 
Management. He has played a key 
role in the establishment and 
consolidation of Marico’s opera- 
tions in West Asia and North Africa. 
m Suneela Katikala, 34, an IIM 
Lucknow alumnus, is recently 
deputed to London to take on a 
giobal managerial role in sales for 
TCS, where she bas worked for the 
past four years. She was picked up 
for Tcs’s global managers training 
programme—that got her the 
London posting—on the basis of 





her award-winning performance in 
sales and leadership for two 
consecutive years. 


AJPAI AND KATIKALA NATRAJAN 

represent a growing breed 

of global managers who have 
become a necessity in the rapidly 
globalising world of business. 
What’s apparent from the brief 
biographies of the three is that 
they have the talent and training to 
efficiently manage businesses in 
alien and cross-cultural settings. 
What’s also obvious is that com- 
panies are playing a major role in 
shaping these global managers 
through innovative training pro- 


For most managers, the first challenge in this global journey is to understand 
local cultural nuances and ensure relevant adaptability of approach. 


78 BUSINESS TODAY IULY 11 pos 


) HSIWN 


IINVASO' 





of In vesting 

| ie 
able venture: 
child. 


Thinking 
in a profit | 
Investin you! 
Degree 


fr o m 


0 





Alongwith the degree, also comes the pedigree with PGDM from GBS that gives your child global 
acceptability. Our intensive training programme builds his academic & intellectual skills to take on the 
professional commitments with competence, conviction & confidence. With the best pedagogical practices 
by a distinguished faculty, state-of-the-art infrastructure, active & career oriented curriculu m, he has all 
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*Air conditioned library, access to internet, e-mail facilities, computer centre and selectively built-up library. 
*Unique industrial training programme. 
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where teaching goes beyond the classrooms 








grammes designed to suit their spe- 
cific needs. Says Ajoyendra 
Mukherjee, Vice President & 
Head, Global HR, TCs, which has 
over 111,000 employees in 47 
countries: "Given our strong 
growth rates, we have had to 
focus on building leadership ca- 
pabilities at all management lev- 
els and grooming managers across 
the TCS network for global leader- 
ship positions." 

rcs’s Ambassador Corps 
Programme focusses on critical 
business and communication skills 
and also equips managers to tackle 
challenges posed by cultural 
diversity. It offers an accelerated 
learning curve and trains managers 
to take their place on the global 
stage from the day they land in 
the international marketplace. 
Similarly, DHL’s Deputy Country 
Manager Programme is designed to 
instil multi-functional expertise 
and cross-cultural exposure with a 
clear leadership orientation. 

But beyond specific training, 
what does it take to be a global 
manager? Taking a somewhat 
radical view, Bajpai says: “It is 
simply not possible to create a 
global manager. However, one 





XLRI's P. Venugopal: Tackling global 
challenges is the mantra 
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TCS' Suneela Katikala: Business 
acumen is the key 


important trait of a global manager 
is the ability to handle ambiguity 
and change. The person should have 
an open approach to life and situa- 
tions." For most managers, the first 
challenge in their global journey is to 
understand local cultural nuances 
and ensure relevant adaptability of 
approach. *It is imperative to be 
sensitive to and respectful of 
cultural diversity," says Natrajan. 

Industry players say that true 
global managers adopt a consumer- 
centric approach when it comes 
to running overseas operations. 
This approach also applies to other 
stakeholders such as employees, 
suppliers, financial institutions, 
etc., and involves understanding 
them and their motivation in terms 
of the practices of the land. 

What are B-schools doing to 
create these global managers? Says 
P. Venugopal, Dean, XLRI 


Jamshedpur: “It has become im- 


portant for students to be pre- 
pared to take on global chal- 
lenges.” XLRI does this through 
its student exchange programme 
with B-schools in the US, France, 
Australia, the Philippines, 
Thailand, Belgium and Sweden. 
It sends its brightest students to 
spend the September-December 
term in their second year living 
and working abroad. Besides, it 
brings faculty from different coun- 
tries to instil a global perspective 
in its students. At the Jamnalal 
Bajaj Institute of Management 





SP Jain Institute’s Shrikant: Focus 
on customised assignments 


Studies in Mumbai, the faculty 
adopts the case study approach 
and other techniques to ensure 
that the quality of education is 
up to global standards. Most 
B-schools in the country have 
programmes that expose students 
to global business perspectives. 

Should there be a programme 
solely for the “global manager”? 
M.L. Shrikant, Dean of SP Jain 
Institute of Management in 
Mumbai, doesn’t feel any need 
for it. He says Indian MBA pro- 
grammes should concentrate on 
developing general skills like man- 
aging inter-personal relationships 
and instil in students the willing- 
ness to tackle issues related to imp- 
lementation and teach them to 
take decisions under difficult situ- 
ations. “The globalised aspect of 
business in terms of its environ- 
mental or strategic or cultural 
facets and the corresponding new 
courses to be covered need not 
be overeiaphasised in B-schools. 
In the Indian context, this could be 
counter-productive," he adds. 

According to Shrikant, MBA pro- 
grammes should be customised for 
assignments that candidates are likely 
to undertake after passing out, of 
which *globalisation" may or may 
not be a critical component. He 
could have a point here. Rather than 
tamper with B-school programmes, 
the task of training managers for 
their global operations should be 
left to individual companies. 8i 
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HE ROAD TO ENTREPRENEUR- 
ship is paved with wisdom 


and single-minded hard 
work. To start with, there is no 
such thing as an *experimental 
entrepreneur". The desire to be an 
entrepreneur is not independent of 
the entrepreneurial idea, nor is the 
idea independent of your whole- 
hearted effort. 

From a purely analytical capabil- 
ity standpoint, based on the people I 
have met over the years, | have found 
that young MBAS are just as good as 
the older people. However, freshers 
sometime lack real-world experience, 
which is crucial for success. But with 
more and more students with work 
experience joining B-schools, this 
issue should be alleviated. 

You can't force anybody to be an 
entrepreneur; some people are con- 
tent with their jobs and the fact that 
they get salaries. The drive to be 
an entrepreneur has to come from 
the people themselves. So, it is vital 
for any young entrepreneur to have 
the right people to tap into rele- 
vant work experience and industry 


MBA Entrepreneur 


How should young MBAs approach their entrepreneurial dreams? 
Get some real-world experience to begin with, says Alok Mittal. 


connections. Therefore, finding peo- 
ple who believe equally in the idea at 
the very start is critical. 

However, one approach that 
many venture firms take with 
younger entrepreneurs is that they 
ask them to get a few experienced 
hands on board. We also give them 
advice based on our experience. At 
the end of the day, what usually 
kills many a start-up is not the idea. 
[n several cases, the ideas were not 
very different between a successful 
start-up and a failed one; the only 
thing that was different was the qual- 
ity of execution, and this is where 
experience fits in. 

And so the most important point 
about a start-up is: no matter how 
great the idea, and no matter how 
much money you can raise, it is the 
quality of execution that can make 
or break you. Entrepreneurship 
goes beyond the idea, and that is 
why I keep highlighting the impor- 
tance of experience. 

Younger entrepreneurs face the 
same problems as the older ones, 
except that they lack the experi- 
ence of the latter. In fact, the main 
problem is the same for both: most 
people hold on to an idea for too 
long despite changing scenarios. 
They take too long to adapt to 
change, and, I believe, this is where 
venture companies can really help 
such start-ups. This is because we 
understand that people become ex- 
tremely attached to their ideas and 
refuse to change. But successful en- 


trepreneurs know when to persist 
with an idea and when to change. 

As for ideas, a lot of these today 
are around the Internet and tech- 
nology and quite obviously so. I do 
not think that adapting an idea from 
another market is a bad thing for 
young entrepreneurs. There is a con- 
siderable opportunity in "concept 
arbitrage", which means adapting a 
concept from another market to fit 
the needs of the domestic market. 
However, entrepreneurs should 
always try and find a new space, 
and also think of scalability. 

There are two aspects that en- 
trepreneurs should think about when 
deciding whether to raise money or 
not. The first one is a plan of how 
the money will be deployed to en- 
hance the business; that is to show 
that the business can grow faster 
with the fresh funds than without. 
The second is a *proof of concept". 
This can be different for different 
types of capital. For an angel 
investor, it could just be the team, 
and for a mid-stage investor it could 
be the success of the first few pilots. 

But remember, at the end of the 
day, entrepreneurship is not just 
about an idea. It is about building a 
viable business around that idea. 





(Alok Mittal, who spoke to BT's Kushan Mitra for 
this advisory, is Managing Director of Canaan 
Partners India, a venture capital firm that invests in 
Internet, business outsourcing and technology com- 
panies, Mittal is a co-founder of Jobsahead.com, a 
jobs portal that he sold to Monster.com in 2004, and 
mentors young entrepreneurs in his spare time.) 





No matter how great the idea, and no matter how much money you can raise, 
it is the quality of execution that can make or break you. 
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Vorsprung durch Technik 


The idea behind Audi. 








Vorsprung 


Vorsprung durch Technik. 
The idea behind the legacy. 


Established by August Horch in 1909 in Germany, Audi 
was to build pure luxury cars. But what set us apart was 
our principle of Vorsprung durch Technik or advancement 
through technology. 

Vorsprung durch Technik defines not just our 
technology but also the way we think and act. It savv 
us conceptualise countless groundbreaking automotive 
innovations. It helped us create unique driving 
experiences through the ages. It made Audi synonymous 

B with cars that are as luxurious as they are powerful, 
and vice versa. 

Vorsprung durch Technik. It's not just a baseline; 
its the bottom-line of everything we do. It is the secret 
behind almost a hundred years of exceptionally 
luxurious, advanced and powerful cars. It is what gives 


a car the distinction of being an Audi. 
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Cars that fascinate you 


on either side of the door. 
The idea behind design. 


An Audi never fails to do its forefathers proud. Every 
touches a new level of finesse and functional exube: 

A lot of thought and passion goes into every Aucdi 
attention to every little detail so that you will too. Fo: 
Xenon headlamps, which light up the road while letting 
passersby know that you mean business. In addition. the 
of the LED daytime driving light strip gives an Audi a distii 
and progressive appearance. 

Fine lines, beautiful curves and awe-inspiring fittings ti 
freeze traffic. Sleek wheels that not only set your car apart 
also haul it fast enough to literally do so. 

Invitingly comfortable, well-contoured, electronically 
adjustable seats. Aesthetically designed touch panels that 
summarise the entire car's controls. 


Our pursuit of Vorsprung durch Technik ensures a capti 
experience no matter which side of an Audi you are on 
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Vorsprung durch Technik www.audiin 


A network that goes great distances 


to bring you closer. 
The idea behind service. 


Vorsprung durch Technik is not just about technology. 

It is also about the technique in which we think and act. 
The day you own an Audi, you begin a lifelong relationship 
with us. 

With a country as vast as India, service is of utmost 
importance. Which is why, we already have an exclusive 
dealer and service network in place. Our efforts are already 
underway to expand it to more locations. So that you are 
that much closer to your dream Audi. Add to that, vve have 
established some world-class service centres with highly 
advanced equipment. f 

With Audi, professional care is alvvays close at hand. 
After all, a car as extraordinary as your Audi needs care 


that is exclusive too. 


Authorised Dealers 

Audi Bangalore 080-28521548, O 9740031204 Audi Central Mumbai 022-67441111, 0-981 9090000 
Audi Chandigarh 0172-3068911, O 9876429103 Audi Gurgaon 0124-4510200, 0 9958592168 

Audi Hyderabad 040-23324545, O 9959700007 Audi New Delhi 011-40510300, 0-9999917415 
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Hot New MBA Jobs 


Many new industries have stepped up hiring of management grads as they seek to 
'professionalise'. Freshly-minted MBAs are lapping up these opportunities. Rahul Sachitanand 


NVESTMENT BANKS, 

consumer goods 

giants and consult- 
ing companies usually 
dominate the placements 
sweepstakes at most 
prominent business 
schools and tend to cor- 
ner the interest of most 
students. However, over 
the last couple of years, 
some upcoming indus- 
tries, including retail, 
real estate, pharma, 
education and microfi- 
nance, are also begin- 
ning to attract the 
attention of wannabe 
managers. While the old 
guard continues to pay 
substantially more than 
these newcomers, many 
MBA grads are now 
beginning to look 
beyond remuneration 
alone and to long-term 
career prospects when 
they opt for these 
upstarts. That also 
means that young MBAS 
are willing to bet their 
careers at employers as varied as 
the Manipal Group, Unitech, Big 92 
FM, and Pantaloons. 

The Manipal Group, which has 
interests across education and 
healthcare, is going out of its way to 
attract wannabe managers. While 
the company earlier visited a few 
B-schools to hire a handful of MBA 
grads, a rapidly growing business 
has compelled it to ramp up this 
figure. “We are expanding into new 
areas such as retail and entering 
new segments in education, too, 





Big 92 FM's Samrat Mukherjee: Media is the message 


which requires more managers to 
manage this evolving business," says 
Anand Sudarshan, CEO, Manipal 
Education. He 
believes that these new industries are 
going through the same growth 
phase that IT went through over a 
decade ago. “There are huge growth 
opportunities in these markets and 
young managers are thrown into 
the deep end,” he adds. From a 
company that primarily operated 


out of the small education town of 


Manipal in coastal Karnataka, the 


group has rapidly 
panded its presence na 
tionwide and even set 
up campuses overseas 


Thrill of the New 


It is just this thrill that 
drew 22-year-old 


Samrat Mukherjee to 
the fast-growing media 
industry and the buzzing 


offices of R-ADAG’s Big 
92 FM. A graduate irom 
the Amity School of 
Management, he con 


sidered offers from sec- 
tors like consulting and 
IT before opting for the 
fast-growing mex A in- 
dustry. “The radio in 
dustry gives me p op 
portunity 
pulse of the consume 
much faster than indus 
tries like consumer 
goods," says Mukherje 
He also says that unlike 
consumer goods and 
even IT, the industry is in 
a rapid state of evolu 
tion with new players 
entering the market, legislations 
changing and employable talent at ; 
premium. “Even at a relatively jun 
ior level, employees are encour- 
aged to think creatively, out-of-the 
box and devise creative ideas to 
stay ahead of the competition,” says 
Mukherkee. According to the Head 
of Human Resources at Big 92 FM, 
Lancelot Cutinha, management 
grads today are no longe! satistied 
with salaries, but look to chal 
at work when they make placement 
decisions. 


to feel the 


9 จ ง ห ห ลา ง 0 


uvAVd 


le NCS 


JULY 13 





For 26-year-old Ankush 
Chopra, it was just this op- 
tion that made him choose 
the booming real estate 
market over the more con- 
ventional options of IT and 
consulting when he de- 
cided on his future. An MBA 
from IMT Nagpur and a 
resident of Delhi, Chopra 
decided to join real estate 
major Unitech from cam- 
pus—an unusual move, 
considering he has a bach- 
elor’s degree in Information 
Systems and charted his ac- 
ademics for a career in the 
fast-growing IT industry. 
“As Manager, Commercial 
Marketing for Unitech, | 
work on developing new 
IT and ITES projects, in- 
cluding SEZs,” explains Chopra. “A 
critical part of my role involves 
working with high networth indi- 
viduals and multinational realty 
companies to chart their plans across 
the country,” he says. 

Having lived in Delhi for many 
years, a job in neighbouring 
Gurgaon, which has seen an ex- 
plosion in commercial realty, was a 
natural choice. Despite worries over 
slowing rentals and a recessing 
industry, Chopra is unfazed about 
his long-term career prospects. 
“These are expected cycles in busi- 
ness and I believe the real estate 
industry and large players such as 
Unitech will emerge stronger in the 
next few years,” he explains. 


SATISH KAUSHIK 


Getting Pro 

There’s another reason why the 
new sunrise industries such as real 
estate and retail are hiring manage- 
ment graduates, say industry watch- 
ers. According to Priya Chetty- 
Rajagopal, Vice President of search 
firm Stanton Chase, industries such 
as real estate also need MBAs to pro- 
fessionalise their set-up and dress 
them up for big-ticket foreign in- 
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Unitech's Ankush Chopra: Betting on booming realty 


vestors. “Globally, real estate is seen 
as an integral part of an investment 
portfolio; it is only in India that this 
transition is yet to happen,” she 
says. In other segments such as retail, 
human resources managers are much 
sought after as people-hungry com- 


WHO’S HIRING 
AND WHY? 


Reasons range from surging growth 
to competitive pressures. 


e Growth industries such as 
infrastructure need managers to handle 
a spate of new projects across the 
country and globally 


e Some industries such as real estate 
need managers in order to sort ou: their 


portfolios and attract foreign investors 


e Organised retail is growing at a 
breakneck pace, and needs manage- 
ment graduates to handle complex 


supply chain and selling issues — —— 


e People-intensive industries such as 
BPO and retail need specialists to plot 


and manage their demand for manpower 


e Sectors like education are getting 
professionalised and beginning 
to attract attention from 
investors outside the country 


panies look to fine-tune 
their hiring strategies and 
ensure that practices are 
optimally tuned to attract 
and retain the best and 
the brightest talent. 
"We're on a rapid expan- 
sion drive and we need 
the right people to help 
execute our strategy," says 
Snehal Mantri, Director 
of Mantri Developers, a 
Bangalore-based real es- 
tate agency. "There is a 
premium on good land 
and low-cost finance. We 
need top MBAs to make 
sure that we get the best 
of both," adds Mantri. 
Over the last two years, 
Mantri has hired over a 
dozen MBAs. 

At Bangalore-based GMR Group, 
it’s all hands on deck as the firm 
charts an ambitious Rs 35,000-crore 
expansion plan over the next five 
years. From a company that began 
three decades ago as a jute manu- 
facturer, GMR has been on warp- 
speed growth over the last couple of 
vears, first bagging the $2.7-billion 
Sabiha Gocken airport deal in 
Turkey and then looking for coal 
mines to fuel its power projects. As 
the company seeks to add 5,000 
MW in power capacity and bid for 
airports in smaller cities and towns, 
G.M. Rao, the company's 59-year- 
old founder, is finding ways to keep 
pace with people for his existing 
and new businesses. “We need 
young managers to not just handle 
existing projects, but also scout for 
new ones and even zero in on new 
areas for expansion,” says a senior 
GMR representative. At the same 
time, he adds, the group recognises 
that it will need to retool compen- 
sation and perks to match or better 
those offered by preferred employ- 
ers in IT and consulting. Sounds like 
a win-win deal for the employer 
and his MBA hire. 8 
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It calls for special skills and a sharp eye to 
transform uncut stones into sparkling diamonds 





Let IMI's outstanding faculty transform you 
into a fast track business executive 


IMI, India's first corporate sponsored Business School, invites sparkling young minds to enroll in its proven 
Post Graduate Program in Management. Consistently ranked amongst top 15 B-schools in India 
IMI empowers its students through a potent mix of outstanding faculty, international affiliations and 
global curriculum. Ensuring that when you step out of IMI... you step into the world order. 


ADMISSIONS OPEN FOR SB 





XVII Two year full-time Post Graduate IV Two year full-time Post Graduate 
Diploma in Management* Diploma in Human Resource Management' 
PGDM 2009-2011 PGDM(HR) 2009-2011 


"Recognized by AICTE 
The IMI advantage 


» Outstanding intellectual capital comprising over 40 full time faculty, renowned in the academic and corporate world 
» International exposure opportunities through student exchange programs with leading B-schools across the world 
> 100% placement record. Average salary of the most recently graduated batch was 9.50 lac p.a. 

Highest international salary was Rs. 26 lac p.a. 

Highest domestic salary was Rs. 18 lac p.a. 


Selection : 


Will be based on : » CAT scores & Academic performance from class 10 onwards » Work experience 
> Group discussion» Personal interview 











Application form available from August 04, 2008 





Deadline for receiving applications November 14, 2008 


CAT examination : November 16, 2008 


For further details about these programs and about IMI's Executive PGDM. 
PGDM (Part-time) and Fellow Program in Management (FPM) please visit our website : www.imi.edu 


IM\ 
INTERNATIONAL MANAGEMENT INSTITUTE 


B-10, Qutab Institutional Area, Tara Crescent, New Delhi-110 016 
Ph.: 26529237/38/39, 46012730/31. Fax : 26867539, Website : http://www.imi.edu 
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What 


Slowdown? & 


The Class of 2009 need 

not worry about getting jobs. 
Headline-grabbing salaries, 
though, may become rarer 
as may sign-on bonuses. 
Kushan Mitra 


ILI IHE SLOWDOWN 
impact recruitment at 
India’s leading B-schools? 


A Mumbai-based investment 
banker, whose company recruits 
25-30 MBAs every year (for both 
international and domestic place- 
ments), says: “Slowdown or not, 
there is still a talent crunch, and 
there will always be competition 
for top-flight talent. So, unless things 
get really bad, recruitments will not 
be affected,” he says emphatically. 
The competition for talent remains 
fierce between consultancy firms 
and investment banks, though it 


SECTORAL OUTLOOK 


DEBASHISH PAUI 


appears that some top-drawer MBA 


recruiters may take their foot off 


the pedal when it comes to paying 
eye-popping salaries. That said, 
Sangeeta Singh, Head of HR, KPMG 
India, says her firm could well recruit 
more than the 75 fresh graduates 
it hired this year. “This is also a 





function of how fast we are growing 
as a company. We need new, fresh 
talent to keep us on our growth 
path. In 2009, therefore, we will 
look at increasing our intake." 
The spokesperson of a telecom 
company, which recruits 60-70 fresh 
MBA graduates every year, points 


Overall, demand for freshly-minted MBAs will remain high across the economy. 


Investment Banks — P FMCG Manufacturing 
PROSPECTS: Wr PROSPECTS: PROSPECTS: Ae sk PROSPECTS: # % 
!-0 ส ุ ก พ ร will not stop hiring Demand for talent at consultancy This evergreen sector will con- Manufacturing has never been 
the brightest and the best. firms will remain high as India tinue to draw in large numbers the top paymaster, but most 
However, the global financial Inc. continues to ramp up of B-school students. Given the — manufacturing companies are 
meltdown means young operations. International spectre of a slowdown, itis likely looking beyond 2009. Since 
graduates might be thrown to placements, though, may see that FMCG companies may just ^ graduates have to go through 
the lions in case a major a slight slowdown. seem more attractive from a job- ^ three-six months of orientation, 
^ security point of view. they may not hit the field till 
ล 2010 by when people expect 
the sh spe mes to return. 














out that India's telecom growth 
story is not going to be dramati- 
cally impacted by any slowdown. 
In fact, with the government open- 
ing up the playing field to more 
companies, telecom will remain a 
massive growth sector. “There might 
be a lot of mid-level movements 
because of this; so, recruitments 
could well increase next year." 
Yashovardhan Verma, Head of 


Retail 


HR, LG Electronics India Limited 
(LGEIL), says his company is also 
keeping recruitment levels steady, 
and might even increase its intake 
this year. “You cannot take a short- 
term view when recruiting man- 
agers. Economic cycles are a reality 
of life; but even if there is a slow- 
down, you don't want to be caught 
out when the economy takes off 
again." LGEIL recruited approxi- 
mately 45 freshers this year, mainly 
from B-schools that are not in the 
Top 10 on this list, and Verma says 
that the company has a tentative 
target of recruiting 50 students in the 
coming academic year. Most 
recruiters feel the slowdown is a 
short-term phenomenon and so, are 
not factoring it into their recruit- 
ment calculus. *High inflation and 
the Us subprime crisis are problems 
today, but we are planning for the 
future," says S.Y. Siddiqui, Head of 
HR, Maruti Suzuki India. The com- 
pany, which recruits 25 MBA gradu- 
ates every year, plans to keep 
recruitment numbers steady in 2009. 

The story is the same in the 
retail sector. In our cover story The 
Retail Wars (Br, June 15), we had 
mentioned how Big Retail is plan- 
ning to ramp up operations over 
the next couple of vears. But most 
retailers do not have even an 
indicative idea of how many man- 
agement grads they will pick up. A 


senior executive at B 
mentions that retail 
prospects for B-schoo 
particularly in back-end op 
“The retail sector will | 
thousands of people o 
ing years, and even th 
small 
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managers, there are 
opportunities here," hi 
Media is another sect 
expected to Continue to recruit "N 
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major channel and pub 
launches.are planned th 
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cruit “a significant number of peopl 

from B-schools in the comini 

says Geetanjali Pandit, Head : 

LMIL. “We find that younger 

ates are easier to train and 1 
However. several OT 

we spoke to admitted th: 

ability" is a distinct pi 

that the exuberance of th 

years needs to be temp 

not expect salaries to come d 

but the huge 25-35 pe 

on-year increases in 

stabilise,” says one. “H 

expansion plans slowed 

Do we have to tighte: 

Yes," says another. 7 


salaries might get affected. m 


Consumer Durables IT 


Telecom 
PROSPECTS: Jr X ok 


PROSPECTS: Jr sk PROSPECTS: sk PROSPECTS: %# 
India's telcos are adding eight Many of the large retail players Disposable incomes might be With much of the infotech sector 
million subscribers every month; may have taken their rapid impacted by the rise in inflation, ^ dependent on the US. a slow- 
SO, they need as many managers. expansion plans off the boil, but but consumer durables down there may result in IT 
as they can find. With more com- — they will be expanding all right. companies are planning for the companies not increasing their 
petition expected from new play- ^ More stores will require more future and opportunities remain intake as they have done year 
ers, expect more demand from managers for the back-end and good, though salaries might not after year. However, companies 
this sector. to negotiate with suppliers be the best. with a strong domestic presence 
and more. and multinationals will continue 
to recruit aggressively. 
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Where Are the Teachers? 


Quality MBA education in the country is hurtling towards a quagmire as it is becoming 
increasingly difficult to find good teachers. But there's hope yet. Kapil Bajaj 


— 


-— — 


ANKA] CHANDRA, DIRECTOR OF 

Indian Institute of Manage- 

ment Bangalore (IIM-B), is a 
worried man. Of the 10 students 
who completed their doctorates 
(called Fellowship Programme in 
Management or FPM) at his insti- 
tute last year, not even one chose to 
join academia; all are believed to 
have joined the corporate world at 
salaries in eye-popping multiples of 
Rs 15,000-20,000 that they would 
have got if they had joined as 
Assistant Professors at IIM-B. 

This year, the institute has 
admitted 35 candidates to its 
Fellow-ship Programme, which, like 
similar courses at other IIMs, is 
regarded as the very best in man- 
agement education and research in 
India. “I’m not very hopeful that 
even a few of those graduating or 
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THE FACULTY CRUNCH 


The lure of the corporate sector is prov- 
ing hard to resist for talented teachers. 


e Management scholars have little 
financial incentive to join academia as 
corporate compensation is many times 
the paltry salaries that teachers receive 


e Most B-schools are making do with a 
small number of qualified, full-time 
teachers and utilising ‘visiting faculty’ 

in larger numbers 


@A majority of B-schools have a 
teacher-student ratio worse than the 
1:15 stipulated by the regulator. 


e Most B-school teachers are burdened 
with classroom duties, resulting in a 
decline in intellectual growth and 
original research 


e Decline in research further exacerbates 


the shortage of scholars who are qualified 


to become B-school teachers 





admitted this year will want to be- 


y 


come an academic," says Chandra, 
adding: “I have the mandate to 
raise the faculty strength to 120, 
but we have just about managed to 
maintain our current strength of 
80 or so. Even finding a replace- 
ment for a retiring professor is dif- 
ficult.” The situation at other IIMs 
and top-tier B-schools is no differ- 
ent. The lower ranked B-schools 
are just managing to survive in the 
face of an increasingly acute 
faculty crunch. 


Growing Shortage 

Among the 1,400 regulated B-schools 
in the country, the *sanctioned" fac- 
ulty strength could range anywhere 
from more than 100 to less than 10. 
But a majority of them don't conform 
to the teacher-student ratio of 1:15 
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Career in Management is our Forte! 







Attn. MBA Aspirants 


Eligible Graduates, still awaiting Admission in Right Institution ! 
Working Professionals wishing to enhance their career prospects ! 
Fresh Graduates who wants to pursue Post Graduation in Management through Suryadatta Aptitude Test ! 


Suryadatta offers a galaxy of Opportunities 
$S.1.B.M.T. 
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FERRUM me 


Suryadatta Education Foundation was established, primarily to develop successful & self motivated leaders in the challenging & vibrant global economy. în today’s world ot 
knowledge, managerial capability and attitude counts a lot. Suryadatta place student's miles ahead in this direction. In addition to the contemporary education offered at 
. Suryadatta, students are trained in simulated environment and fine tuned according to the need and demands of the corporate world, leading to excellent placement track record. 


2 Years Full Time Management Programme Approved by AICTE, Ministry of HRD, Govt. of India 


Suryadatta Institute of Management Suryadatta Institute of Business Management 
& Mass Communication (SIMMC) Offers & Technology (SIBMT) Offers 


PGDM in Marketing + International Business 
















PGDM in Human Resource + International Business PGDM in Retail + FMCG 
PGDM in Finance + Marketing PGDM in Telecom + IT 
PGDM in Marketing + Information Technology PGDM in Services + IT - Enabled Services 
PGDM in International Business + Information T: 
UNIQUENESS » Extensive Industry Interaction » Innovative & Knowledge Management » Global Focus 






» Shaping up a Complete Human Being > Value Based Education 













KEY FEATURES RANKING OF 

= Unique PG Program including progressive Management disciplines TN SE ge TN 

= Experienced Faculty from Academics, Industry and Research field A Audet ๒ 

= Campus with state-of-art infrastructure | Top! 50 
= Separate Boys and Girls hostel facility within the campus พ ธะ น ‘op 5t om 

๒ High Placement Track Record for Campus Selection 2 ว: ) 2 ส ร ม 
= Incubation Centerfor Entrepreneurship Development TTD. 






= Research Assignments and Projects 


ELIGIBILITY : AGraduate with minimum 50 % marks in a bachelor 's degree from any statutory university. Final year students may also apply. 
TEST SCORE : Suryadatta accepts CAT/XAT/CET/ATMA/MAT scores. All students must submit an attested copy of entrance test score. 
ADMISSION PROCEDURE : Students can obtain admission form and prospectus by paying Rs. 1,200/- by Demand Draft, in the name of * Suryuadatte Education 
Foundation". For online application, log on to » www.simmc.org > www.sibmt.org » www.suryadatta.org 
REGISTRATION FOR GD& PI : ForGD/ PI schedule, refer website. Send e-mail for registration for GD / Pl at- > simmc@suryadatta.org » sibmt@suryadatta org 
» admission@suryadatta.org, with all particulars. 


As a result of rigorous academics and required skills sets and hard working capability developed amongst the students 
PLACEMENT AT SURYADATTA leading national and transnational organizations selects Suryadatta students 


Selection process will be conducted as per the norms of competent authority. Scholarship will be awarded to the meritorious students. 
Estd. 1999 SEF's 

Suryadatta Institute of Management & Mass Communication (SIMMC) 
Suryadatta Institute of Business Management & Technology (SIBMT) 
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stipulated by AICTE, the regulator. 
*Many regulated B-schools have 
only 4-5 qualified teachers. They 
outsource almost the entire teach- 
ing to so-called ‘visiting faculty," 
says D.N. Rao, Director, Centre 
for Management Education, All 
India Management Association 
(AIMA). *Even if we were to 
assume a. requirement of 10 fully 
qualified, full-time teachers for 
each of the 1,400 B-schools, we 
need 14,000 professors. Are we 
able to supply that number? No 
way." The situation will only 
worsen as more B-schools are set 
up in the country. 

Then, not enough doctorates in 
management and other relevant sub- 
jects are being produced annually 
in India. *Not even 1 per cent of 
MBAs in India go on to do doctor- 
ates," points out Arun Mudbidri, 
Director of Symbiosis Institute of 
Business Management (SIBM), Pune. 
Asa result, people graduating from 
an institute end up teaching stu- 
dents of the same institute. “Most 
teachers, especially in private B- 
schools, are voluntary retirees from 
banks and frustrated managers who 
got stuck at the general manager 
level,” says C.S. Venkata Ratnam, 
Director, International Management 
Institute (IMI), Delhi, a private in- 
stitution. 


SHEKHAR GHOSH 


Quality Remains a Problem 

The problem extends to quality as 
well. An Assocham survey of 258 
faculty members of B-schools, pub- 
lished in May 2008, found that 89 
per cent of the respondents were un- 
able to tell the country’s GDP growth 
rate in 2006-07, and less than 10 
per cent were aware of the subprime 
crisis. Says Anwar Ali, Director, 
Institute of Management Technology 
(IMT), Nagpur: “A good B-school 
professor has to be a brilliant teacher 
for regular students as well as indus- 
try executives, a perceptive consultant 
and an original researcher. When 
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Pankaj Chandra of IIM-B: Finding good 
B-school teachers is becoming difficult 





he's not teaching and understanding 
industry's problems and finding 
solutions, he should be writing orig- 
inal papers for international confer- 
ences and journals." 

B-schools need to create a very 
challenging intellectual environ- 
ment to be able to retain the bril- 
liant minds that they want, says 
Mudbidri of SIBM. "At SIBM, we 
send our faculty abroad not just 
for international conferences but 
also for management development 
programmes (MDPs)." But that's a 
luxury few B-schools can afford; the 
faculty is too burdened with class- 
roam duties to think of research or 
even consulting assignments to make 
some extra money. 

“A director of an IIM received a 
monthly salary of Rs 50,000 when 
he retired recently. He's now sup- 
posedly getting Rs 3 crore in 
annual compensation at the private 
firm that he has joined," says Venkat 
Ratnam of IMI. The salary at the 
time of retirement of a government 
B-school professor is usually less 
than the starting salary of a fresh 
graduate of the same institute, adds 
IIM-B's Chandra. 

No wonder, Chandra doesn't 
expect the expanding Ph.D pro- 
grammes at IIMs to bring more 
scholars into academia. While the 
private B-schools (only the top ones) 


appear to be better paymasters 
than the Ms, their salaries still 
fall miles short of fabulous 
financial packages offered by 
the corporate sector. 


Solutions 
IIM-B's Chandra says better 
compensation is only one of 
the solutions. *Unlike govern- 
ment B-schools, most private 
institutions can fix their own 
(often better) salaries. Why can't 
they give top-end salaries to 
their staff? It could be a problem 
of not having the right intention 
and also of private B-school 
managements running their 
institutions as private businesses." 
Ratnam of IMI says his institution 
has not only been paying its fac- 
ulty 35 per cent more than the AICTE 
scales but also allowing them the 
freedom to engage in other income- 
generating activities. Besides, it's 
using innovative ways to attract 
quality faculty. “We found that 
Delhi hosts a large number of 
expatriates whose qualified spouses 
can be tapped at Indian salaries. 
Recently, we got a Dutch-Canadian 
with a Ph.D from London 
University and an excellent track 
record in research to join us." 
AIMA has started a programme 
for Accreditation of Management 
Teachers (AMT), which will identify 
professionals from various industries, 
who have the competence and the 
will to teach in B-schools, and certify 
their knowledge, skills and experi- 
ence. “B-schools with limited teach- 
ing resources will do well to move 
away from general management 
courses towards courses aimed at 
specialised industry segments like 
telecom or pharma. It’s better to do 
something better than try to do every- 
thing badly," adds Chandra of IIM-B. 
As the threat of the faculty 
crunch and intellectual mediocrity 
becomes real, B-schools will need to 
address the issue in right earnest. 
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Ladder to the Top 


A B-school stamp may fast-track the climb to the top rung of the corporate hierarchy but it 
certainly isn't a short cut to the summit, as five top honchos point out. Tejeesh N.S. Beh! 


T ISN'T JUST A STEADY 

work schedule that 

sees Corporate outper- 
formers coming to the fore 
in their respective organi- 
sations—innovation and 
initiative are what sets 
apart the flag-bearers from 
the battalion. Then, the 
ability to take risks and 
believe in one’s own values 
are also key to success. Of 
course, a common feature 
to all the head honchos is 
their cross-functional 
experience—be it in one 
organisation or several— 
that stood them in good 
stead when they finally 
took over the reins. 


Ace Banker 


Kundapur Vaman Kamath, 
60 


DESIGNATION & COMPANY: 
Managing Director and CEO, 
ICICI Bank 


EDUCATION: Mechanical 
Engineering from National 
Institute of Technology, 
Surathkal, 1969; and PGDBA 
from IIM, Ahmedabad, 1971 


CAREER TRACK: Management Trainee, 
Project Finance Division, 1971; Executive 
Assistant to the ICICI Chairman, 1985; 
Senior Investment Officer, ADB, 1988; 
Advisor, Chairman, Bakrie Group, 
Indonesia, 1994; MD and CEO, ICICI 
Bank, May 1996 onwards 


AMATH IS NO STRANGER TO 
| See newsmaking—hav- 
ing steered the fortunes of India’s 
largest private sector bank, with 


ICICI Bank's  - 
Kamath: 
Expanding the 
bank's reach 





assets of over $121 billion (Rs 
5,20,300 crore) for the past 12 
years. Of course, that's not counting 
the 17 years he spent at ICICI after 


earning his MBA from IIM 
Ahmedabad, before heading off for 
a stint at ADB. 

Route to the Top: From tenures in 
project finance to new business 
streams in leasing, venture capital, 
credit rating, as also resources and 
treasury operations, Kamath has 


been there, done that and 
seen it all. Kamath als 
a ring-side view of tl 


nitty-gritty of the cornet 
office during his years as 
Executive Assistant to ICK 


Chairman N. Vaghul. The 
man credited with making 
technology an interface 
between the bank and the 
customer—he | 
ICK T's computerisation pri 


gramme—began his se 
ond stint at ICICI (befor: 
became a bank) in th 
liberalisation era wit 


aggressive drive to hai 
the internet for thi 
benefit, while simi 
ously scouring th« 
scape for growth drive 

be it acquisitions of s 
banking and financial com 
panies or wading int n 
sumer hnance and 

cial services, taking ti 
poration pi 
expanding thi 


reach to global m 
and customers. 
Kamath, who ] 
rover as P 
Confederation of | 
Industries (CH) this ve; 
regarded as one of the elde) 
men of India Inc. Also, unli 
other iconic business | 
has groomed a line of 
in every business that ICIC is | 
in—banking, consumer cred 
insurance. On the flip sid 
critics of ICICI Bank's flaming g 
have also panned Kamath fot 
ing an Organisation too fo 
on the bottom line 





Steady Riser 


MLL TO HIT HIS MID-40s, PARANJPE 
S rocked to fame as the youngest- 
ever CEO of India’s largest FMCG 
company when he took over the 
reins of Hindustan Unilever this 
April. His relative youth hides the 
fact that he has clocked up more 
than two decades in the company to 
reach the peak. 
Route to the Top: Paranjpe has 
worked his way up the rungs of 
HUL, earlier Hindustan Lever, from 
a management trainee to the head 
of HUL’s different divisions. He was 
also part of Project Millennium, 
an ambitious plan to identify and 
diversify into newly emerging con- 
sumer goods categories in the new 
millennium. A stint with Unilever 
in London saw him involved closely 
in a review of the group's struc- 
ture, Paranjpe also did a stint as 


Starting Young 


Anant Talaulicar, 45 


DESIGNATION & COMPANY: Chairman & 
Managing Director, Cummins India 


EDUCATION: B.E. (Mechanical), Mysore 
University, 1984; M.E., University of 
Michigan, 1985; MBA, 

Tulane University, 1987. 


CAREER TRACK: Corporate Financial 
Analyst, Midrange Engine Group, 
Cummins India, 1988; 

General Manager, Cummins Power 
Generation Business, 1996; Vice 
President, Power Generation & 
Distribution Businesses, Cummins India, 
2003; Chairman & Managing Director, 
Cummins India, 2004; Vice President, 
Cummins Inc., 2005 (he simultaneously 
holds the last two positions) 


rARTING EARLY SEEMS TO HAVE 


helped Talaulicar, for it was 
while studying for his MBA that he 
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ห บ เร ranjpe: 


Unleashing growth 





an understudy to the Unilever 
Chairman in London, a precursor 
to his eventual takeover as CEO and 
MD of HUL this year. In between— 
since his return from London and 
his eventual crowning—Paranjpe 
dabbled as profit centre head for 
HUL’s home and personal care 
division, before being inducted into 
the company’s management com- 
mittee and later, to its board of di- 
rectors. He takes over at a time 


joined Cummins as an intern in the 
Us in 1986. From there to his cur- 
rent role as CMD of the Rs 2,800- 
crore Indian arm of the company 
with an employee base of nearly 
2.600 has been a long journey. 

Route to the Top: After his MBA, 
Talaulicar spent his early years with 
Cummins in the Us, starting off as a 
Corporate Financial Analyst in 1988 
for its Midrange Engine Group. 
This was followed by stints in 
engineering and product manage- 
ment positions in the engines busi- 


Cummins' Talaulicar: 
Expanding 
responsibilities 


Nitin Paranjpe, 44 


DESIGNATION & COMPANY: 
CEO and Managing Director, HUL 


EDUCATION: BE (Mechanical) from 
Engineering College, Pune in 1985; 
MBA in marketing from 

JBIMS in 1987 


CAREER TRACK: Management Trainee, HLL, 
1987; Branch Manager, Chennai, HLL, 
1996; Member, Millennium Team, HLL, 
1999: Executive Assistant to Unilever 
Chairman, London, 2000; Category Head, 
Fabric Wash & Regional Head (Asia), 
Laundry & Household Cleaning Brands, 
2002; Vice President, Home Care, India, 
HLL, 2004; Executive Director, Home & 
Personal Care, HUL, 2006; CEO and 
Managing Director, HUL, 2008 


when the economy is in a slow- 
down mode, which means his key 
challenge will be to put HUL back 
on the growth track that it enjoyed 
till a few vears ago. 


ness. He moved up the corporate 
chain of command in the us before 
relocating to India in 2003. 
Talaulicar deems himself a collab- 
orative manager who prefers getting 
out of his colleagues’ way after set- 
ting them clear objectives. He also 
quips that he has no important 
achievements in his career, adding 
that he didn't set any hard deadlines 
for achieving his career goals—the 
plan evolved as he matured and 
took on assignments across busi- 
ness units, functions and locations. 





Acharya Institute of 


Management & Sciences 
(AIMS) 


AIMS established in the year 1994, is one of the most sought after institutes 






for undergraduate and post graduate programmes. 











AIMS offers the following programmes affiliated to Bangalore University 
/ AIMA New-Delhi / approved by AICTE wherever applicable. 


PROGRAMS OFFERED 1 YEAR DIPLOMA 
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UG PG ¢ Retail Management 

BBM ed s Insurance 
B.COM 

" PGDITM Management 
BA MTA * International 
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MSW Management 
28th Best Private B-School in India 


(Business world Survey 2007 / CSR-GHRDC Survey 2007) A] MS ExClusives 


34th Best Private B-School in India Interdisciplinary Learning 
(Outlook Survey - 2007; September 2007) Interactive Learning Mode 


Mentor System 
12th Best Private Hotel Management Emphasis on Social Sensitization 
Institute in India; 


Preparing for Global Competencies 
Industry and Academia Interface 


No. 1 Private Hotel Management Strong Alumni 

Institute in Bangalore 100% Placements Assistance Provided 

(CSR-GHRDC Survey 2007; September-2007) Separate Hostels Provided for Boys and Girls 
AIMS Admission Office 





1st Cross, 1st Stage, Peenya, Bangalore - 560058, India 
Tel : +91-80-6567 9113 / 2837 6430 /4117 9588, Mob: +91 98860 21224 
URL : www.acharyaims.ac.in 





Master Strategist 


Vineet Nayar, 46 


DESIGNATION & COMPANY: 
CEO, HCL Technologies 


EDUCATION: Bachelor of Technology from G.B. Pant University, 
Pantnagar, 1983; Masters in Business Administration from XLRI, 
Jamshedpur, 1985 


CAREER TRACK: Senior Management Trainee, HCL. 1985; 
Product Manager-Unix, HCL, 1987; Head-Sales Bangalore, HCL, 
1988; GM, Strategic Initiatives, 1991; President, HCL Comnet, 
1993; President, HCL Technologies, 2005; CEO, HCL 
Technologies, 2007 


ROM A GREENHORN WHO LEARNT THE ROPES OF THE 

business in the early years of India's computing era to 
an IT industry heavyweight who carefully considered 
his options before accepting HCL Chairman Shiv Nadar's 
offer to reinvigorate HCL Technologies, Nayar has suc- 
cessfully strategised his way to the top heap. 
Route to the Top: Nayar's tryst with HCL began as a 
management trainee. Over the next decade he gathered 
experience in the engineering, product and sales and mar- 
keting divisions of the company, all of which came to the 
fore when he started HCL Comnet to tap the then 
emerging market of IT infrastructure and networking 
services in India. His success there got him the offer to 
head the parent company, HCL Technologies, first in 
2004, when he refused, and again the next year, when 
he finally agreed to lead the then troubled rr major as its 
President. During his stint as top boss, revenues have 
pole-vaulted from Rs 3,360 crore in 2005 when he 
took over to Rs 7,083 crore in 2007-08. And yet, 
Nayar asserts that his reaching the top of the corporate 
ladder was largely accidental, without much planning on 
his part. “I just focused on the job at hand—if you 
chase something, you never get it,” he philosophises. 





second 
Coming 
Sanjeev Aga, 56 


DESIGNATION & COMPANY: 
Managing Director, 





EDUCATION: Physics (Hons) 
from St Stephen's College, New Delhi, 1971; PGDBA 
from IIM Calcutta, 1973. 


CAREER TRACK: Branch Manager, Product Manager, 
Regional Sales Manager, Asian Paints, 1973; Marketing 
Manager, Chellarams, Nigeria, 1982; Sales & Marketing 
Manager, Jenson & Nicholson, 1984; Vice President, 
Furniture Division, Blow Plast, 1987; CEO, Mattel Toys, 
1990; Managing Director, Blow Plast, 1993; CEO, Birla 
Tata-AT&T Telecom JV, 1998; Director (IT Services, 
BPO, Insulators), Aditya Birla Management Corporation 
2003; Managing Director, Aditya Birla Nuvo, 2005; 
Managing Director, Idea Cellular, 2006 onwards 


O CALL AGA A CORPORATE VETERAN W( JULDN'T 

be off the mark—his cv is replete with 
management experience across a gamut of 
industries, from paints to luggage and then 
swinging from telecom to fibre and back. He 
now heads India's fifth-largest telecom operator 
with a market cap of Rs 29,000 crore. 
Route to the Top: Starting off as a rookie at 
Asian Paints, Aga went early into retail before 
returning to paints and emulsions. He then ven- 
tured off again, this time into FMCG, scaling his first 
peak at Blow Plast, when he became its MD IN 
1993. It was a position he held for five years 
before the Birla-Ar& r-Tata telecom venture beck- 
oned him as CEO—a role that was also supposed 
to oversee the three way JV’s merger with BPI 
Communications. However, Aga had to suffer the 
ignominy of seeing the company withdraw the 
statement of his appointment following which he 
was rehabilitated within the Av Birla Group as CEO 
of psi Data Systems and later given additional 
responsibility as Chairman, NGK Insulators. In 
2005, he was appointed Managing Director of 
Aditya Birla Nuvo (formed from the merger of 
Indian Rayon, Birla Global Finance and Indo 
Gulf Fertilisers) and after a little over a year’s stint, 
took charge of Idea Cellular after the Tata Group 
exited the venture. 

For Aga, it was a full circle, after heading the 
company’s initial charge. Like every other move 
in his career, this too was unplanned, says Aga. 


| ต่ อ ล ' ร Aga: 
Idea Cellular Corporate 
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Project INGLISH 


The search for genuine home based work ends with Ripples 
Infolink that provides an end-to-end guidance through theb 
Project INGLISH. This opportunity should be a pot of gol 
for every Indian looking out for sparetime revenu | 


RIK is working with a mission of creating one lakh jobs i | 
sector under self-employment basis with zero invesment The 
first milestone in reaching towards this goal is the Project 
INGLISH focussing on outsourcing English related 
work (KPO) from China and Japan.. 


Even one percent of China ( a population of 120 crores) an 
(13 crores) aspire to learn English from India, the scope of opportunity 
is left to anybody s imagination 


— 
- 


The nature of work is correcting English essays of 
Chinese and Japanese teachers, professionals and students on 
the Internet. Sparetime offline work to earn fortune of your life 
Grammar skills not essential. Simple English proficiency sufficient 





Take a Psychometric and English Proficiency (PEP) Tesi 
On successful completion of PEP Test, you qualify to sign-up 
for Project INGLISH straightaway. No waiting time ? 


Not collecting any upfront or deposit is quite liberating investment. hurdles 
Project INGLISH is ideal and timely for middle-class families in India 


IT STIME TO WAKE-UP! 


- Ms Priya, Mysore. 
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THE BEST 
B-SCHOOL IS... 
IIM-A remains #1 but there's 

a churn in the lower ranks. 


mum 2008 2007 
Figures are Brand Equity Index (BEI) scores 
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How Li survey respondents rated the top B-schools. 


^ Top of Mind 


There's a huge gap between the leader and the rest. 
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Consideration Set 
Surprise! SPJIMR ranks higher than IIM-B. 
MBA Current 
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IIM-A remains on top, but... 
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The Big 3 IIMs are clearly ahead of the pack. 


nus Important Parameters How the Schools Perform (MI) 











Mibi c msc ' เห 4 IMB แห -0 อ ML AR JBIMS-M IJ Yen ICFAI-H 
fauy 83 82 78 70 81 76 75 ท 65 8 
Infrastructure — | | | 


Success of placements 83 86 84 76 85 72 79 77 70 66 
Qaiydpxmets M | 88 86 75 | 83 | 74 7 | 81 | 71 70 
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Specialist units ———— : | | : | | | 
Quality of placements — infrastructure 86 82 81 78 80 74 71 80 72 73 
How the Schools Perform (Current MBAs) The Most Important Parameters 

IIM-A and IIM-B apart, there's not much difference between the rest. (Cu rrent BAs) 
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The Most Important Parameters How the Schools Perform (MBA Wannabes) 


(M BA Wannabes) Quality of placements is the most important factor. 
U—— IMA เพ ร IMC Pune UM-L JBIMS-M XIRI NM- Lim 
Reputation 82 81 87 66 82 84 74 89 71 70 
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Teachi : 
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International 
a 


Get plugged into the world oston | 


A Truly Global MBA 


A Top-Ranked 
One-Year U.S. MBA 


Delivered across three of the worlds most dynamic 
business locations, the Hult MBA delivers a truly global 
experience. Share and benefit from the insights of 
professionals from around the globe. 


Key advantages 


m Ranked 21st in the U.S. by the Economist Intelligence Unit 

W World class faculty from the U.S. and Europe 

W Mature student body with average 6 years work experience 

® Opportunity to study part of the MBA in Boston and/or Shanghai 


เพ Partial scholarships and educational loans available 


Meet the admission team at the MBA Fair-Delhi July 5th, 2008 and Mumbai July 7th, 2008 


www.hult.edu/admission/mba-tour-date 


Limited seats for the September 2008 intake. 


www.hult.edu 


Tel: +971 4 375 3091 


>» Go to www.hult.edu to start your 
application and to learn more! 








How the Schools Perform (Recruiters) The Most Important Parameters 
Employer perceptions are markedly different. (Recruiters) 
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How the Schools Perform (Functional Heads) The Most Important Parameters 
Bosses prefer quality of placements and teaching methodology. (Functional Heads) 
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ions BIRLA INSTITUTE 
VON OF MANAGEMENT TECHNOLOGY 
๑ ม ) GREATER NOIDA 
The Institute: Established in 1988, under the aegis of Birla Academy of Art and Culture, Kolkata, is supported by B.K. Birla group of Companies 


The Institute has been ranked among Top 15 B-schools of the country by various rankings. BIMTECH has develoved strategic 
alliances with business schools in the USA, Europe and Asia for collaborative research, training, and exchange programmes for students and faculty 
The Institute has a fully residential, Wi-Fi and sprawling campus at Greater Noida. 


BIMTECH 





Programmes 


(All approved by AICTE, MHRD, Government of India) 


>» Post-Graduate Diploma in Management 

* Post-Graduate Diploma in Management (International Business) 
* Post-Graduate Diploma in Management (Insurance Business) 

* Post-Graduate Diploma in Management (Retail Management) 





Placement: BIMTECH attracts a large number of Indian & international companies and achieves 100% campus 
placement for all the programmes, 


Eligibility: A recognized Bachelor's Degree in any discipline with minimum 50% marks i aggregate 
Candidates appearing in the final examination of Bachelor's Degree are also eligible to apply 

Selection: Selection to the programmes is based on CAT 2008 performance, Group exercise & Interview 
Application: Application can be made by any of the following modes : 

» Filling application online at www.bimtech.ac.in (DD of Rs. 1550/- is to be sent along with printable receipt! 

» Acquiring Application Form from BIMTECH office on payment of Rs. 1500). 

» Acquiring Application Form by post on sending DD of Rs. 1550/- 

» Acquiring Application Form from channel partners (list given on www.bimtech.ac.in) on payment of Rs 1500 


Declaration: BIMTECH uses CAT scores for short listing candidates for its Full-time or: grammes 
IIMS have no role in either selection process or in conduct of the programmes 


Forms are available from: September 01, 2008 MBAS 
Last date of sale & receipt of Form: December 10, 2008 
ee ee, . 





p 
ees 


For any details, clarifications & submission of forms; please contact 
Manager(Admissions] 
| For details, please visit Birla Institute of Management Technology. 


| Plot No. 5, Knowledge Park Il, Greater Noida 201306 NCR (UP 
_ www.bimtech.ac.in Tele:(0120)2323001 to 010 Fax: (0120)2323022/025 





The B-school Brands Stack-up 


All MBA Wannabes Current MBAs Recruiters Young Executives Functional Heads 
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MAEER's (ESTD.: 1983) 


MIT SCHOOL OF BUSINESS 


b 





| At MIT-SOB, we impart 


Under the stewardship of Rahul V. Karad, an 
HBS alumnus, MIT-SOB is committed to 
nurturing global leaders oftomorrow. 


The Case Study Methodology being followed at 
MIT School of Business (MIT-SOB) is a 
participative and practical way of imparting 
ousiness education. The students are 
oarticipants rather than just learners and the 
‘aculty is a facilitator instead of only being a 
-ecturer, 


Highlights: 
Around 500 Case Studies to get the actual feel 
ofreal life business situations 
Learning to think in the managerial way right 
from the first day itself. 
World class infrastructure 
Highly experienced and competent faculty 
100% placement assistance 
2008 Placement: Avg. Rs. 3.5 Lacs (CTC) 
Max. over Rs. 10 Lacs (CTC) 
»ome of our esteemed recruiters 
Colgate Palmolive «Deutsche Bank 
Daimler Chrysler *Idea Cellular *Next Retail 
and over 100 more 


PUNE INDIA 


confidence... 


WWW.mitsob.com 





Confidence gained 
from learning through 
the innovative 


Case Study Methodology 





Learn more about Case Study methodology at 
MAEER's MIT School of Business, Pune. India 
Student Facilitation Cell - 020-32529174, 25453872 
Email: admissions@mitsob.com 


om 


v mitsomqpgmaii.c 





How the Schools Perform (All): The Fine Print 


Symbiosis- JBIMS- FMS- 
IM-A — HM-B แต ห -6 — Pune lIML — XLRI) Mumbai — !IM-| — Delhi 
REPUTATION 85 84 81 71 82 15 68 80 68 
High-ranking Institute 95 97 90 84 92 90 80 93 80 
Teup with reg nt 73 3 9 S5 O 03 7 u DN 
Admission exams toughest — 84 87 82 68 86 18 71 81 70 
Thorough knowledge of subject 91 86 82 1 8 8 14 81 n 
Alumnus best achievers 84 82 82 13 86 70 12 78 66 
Insti. has international recognition 92 91 86 15 84 74 74 86 79 
FACULTY 83 82 18 10 81 76 15 11 65 
Well-trained faculty ซิ 6 81 82 16 83 78 18 16 64 
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Prefer students with work exp. 69 61 14 96 58 99 97 14 64 
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SPECIALIST UNITS — 78 13 n 10 74 63 66 73 57 
institute known for mktg programme 83 11 71 11 15 66 68 15 56 
inst. known for mass media programme 70 69 66 | 65 71 61 63 71 50 
institute known for finance programme 80 72 15 i 67 75 63 68 12 65 
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Easy financial aid 90 83 91 19 85 14 69 90 15 
Institute at convenient location 83 80 19 16 12 66 68 12 69 
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All figures in per cent 
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"I would give an arm 
and a leg for a chance 


to change this country...” 


EAD ON IF THIS RESONATES WITH YOU... 


GiveIndia (www.GiveIndia.org) is looking for a 
dynamic, energetic CEO to help us help India. 


GiveIndia's mission is to promote efficient and 
effective "giving" to provide opportunities for 
the poor in India, thus bridging the inequity 
gap. The idea is that INDIVIDUALS who "have", 
need to support those who don't, not just 
because of the monetary value of the help, but 
because it will help these individuals appreciate 
the inequitable nature of society and will 
influence the way they vote, spend and live, and 
it is that which will bring about a change in our 
society. 


We are India's first and arguably only 
"philanthropy exchange" that helps individual 
donors identify and support credible NGOs 
across India, in a wide range of causes 
(education, health, disability, rural dev, etc.), 
with the assurance of knowing how their money 
was actually used. 


We 

* conduct thorough due diligence on NGOs (so 
only 1 in 15 gets listed with us), 

* create "donation options" (sponsor a child, 
fund a cataract operation, sponsor digging of a 
well), 

* facilitate the donation process (online, via 
chqs, through payroll), and 

* follow up till the donor gets a fund usage 
report. 


Started in April 2000, GiveIndia channeled 
Rs18crores to 150 NGOs in 2007-08, making it 
«arguably) the 2nd largest retail fundraising 
organisation in India. GiveIndia has volunteer- 
driven chapters in the US and UK. 


"Our main activities are- 
* Internet based direct individual donations 
Wthru www.Givelndia.org 


* Payroll giving by employees (matched by 
companies in some cases) in Bombay, Delhi, 
Bangalore, Pune 

* Charity partner of the Mumbai & Delhi 
marathons 

* Customised HNI and corporate philanthropy 
services 


Our Board consists of- 

* N Vaghul, Chairman ICICI Bank 

* Amit Chandra, MD - Bain Capital 

* Anu Aga, Chairperson- Thermax 

* Kishor Chaukar, Director- Tata Sons 

*Rama Bijapurkar, Strategic Mktg 
Consultant 

* Tarun Das- Chief Mentor- CII 

* Venkat Krishnan- founder of GiveIndia 


Our TEAM of 40+ people includes executives 
who gave up successful corporate careers to 
"make a difference", an extremely committed 
bunch of people and some highly dedicated 
volunteers who spend as much as 10-20 hrs a 
WEEK volunteering for us. The team includes 
alumni from IIMs, ISB, TISS, Engineers and 
CAs, 


Started by an IIMA alumnus in 2000 with a seed 
grant of $1m from ICICI Bank, Givelndia is 
financially secure, with annual income almost 
matching the operating costs. 


Some key "GiveIndia Culture" attributes are- 

- performance oriented organisation, with a 
strong belief in being financially self sustaining 
- high standards of integrity (not just honesty 
of not providing fake bills, GiveIndia is 
ruthlessly transparent in its public disclosures) 
- committed to value addition- "dont do 
something if we aren't adding real value to 
donors or beneficiaries, or making any real 
difference, just because someone is willing to 
fund it" 


ERESTED? PLEASE VISIT WWW.GIVEINDIA.ORG/CEOSEARCH.HTM 





- passionately w 
mechanisms- 
is PROOF that vou are not 


"customer 


Why Does GiveIndia Need a 


thru 


GiveIndia is going 


transitioning from "start 


institution", and require: 
to take over. It need: 
manager" who is able to 
people about the work 


GiveIndia has immense p 
Rs18cr p.a. to >Rs100cr 
donors to »1m 
role of the CEO 
organisation, excite anmi 
drive performant h 
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Profile of CEO 

The right candidate mi 
PEOPLE manager. Candidati 
to rally the highly commit! 
together towards a goal ar 
believe there are 2 k 
fit the bill- 
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* Young (30-40), extren 
deeply passionate 
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work 18hrs a day if read t 
Should connect or fal 
vision/mission, and 
* Mature, excellent peop! 
capable of building a 
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take over in 3 years' time 
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How We Ranked the B-Schools 


HE SIXTH BUSINESS TODAY- 
Nielsen survey of India's Best 
B-schools employed the 
same methodology as it has over the 
previous five years. That means, it 
conducted face-to-face interviews 
with five different categories of 
stakeholders, comprising MBA 
Wannabes, Recruiters, Current 
MBAs, Functional Heads and Young 
Executives. This year, the survey 
polled 547 stakeholders across 12 
cities—Delhi, Mumbai, Chennai, 
Kolkata, Lucknow, Delhi NCR 
(Noida, Gurgaon, and Ghaziabad), 
Ahmed-abad, Pune, Indore, 
Bangalore, Hyderabad and 
Coimbatore—in more or less the 
same proportion. Patna, which has 
historically been a research location, 
was replaced by Delhi NCR to better 
capture stakeholder perceptions. 
The survey, which employs the 
Nielsen Company's proprietary 
Winning Brands model to arrive at a 





Brand Equity score for each of the 
30 B-schools featured in the cover 
package, was conducted in two 
phases. In Phase I, we polled 853 
stakeholders (644 MBA Wannabes 
and 209 Recruiters) to arrive at the 
list of 30 B-schools the study would 
take up for the rankings. Phase II of 
the survey expanded the universe 
of respondents to the other three 


CLASSIFICATION OF ATTRIBUTES 
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categories of respondents not 
included in Phase I, but, as men- 
tioned earlier, restricted it to 547. 

Compared to our 2007 survey, 
there are certain changes to what 
stakeholders considered important 
this year. For instance, 44 per cent 
of those polled last year had said 
reputation was the most important 
factor, but this year reputation is 
down to 21 per cent; instead, 
admissions eligibility has emerged as 
the most important factor (26 per 
cent). Not surprisingly, MBA 
Wannabes considered placements as 
the most important factor (similar as 
last year), while recruiters looked 
at admissions eligibility as the most 
important factor (versus infrastruc- 
ture last year). 


Our Respondents 

MBA Aspirants: Students planning 
to take the Common Admission 
Test (CAT) and other MBA entrance 
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THE WINNING BRANDS MODEL 
What drives the brand equity. 


What consumers know 








WINNING BRAND APPROACH 





What consumers do or feel 


ii- 





Brand equity is what consumers think about a brand and how that ultimately affects their purchase decisions 








HOW HEALTHY IS MY BRAND? 





tests. The survey team ensured that 
a mix of students with graduate or 
post-graduate degrees in profes- 
sional or general courses was polled. 


Recruiters: HR managers of organ- 
isations that have been recruiting 
from B-schools for the past three 
years. Only those managers with 
two or three years of work experi- 
ence were interviewed. 


Current MBAs: Students in the final 
year of their MBA programme. 


Young Executives: Those with two 
or three years of work experience 
following their MBAs. 


Functional Heads: Managers with 
8-9 years of work experience. 








Phase Il 


As mentioned earlier, Phase II of 
the survey was designed to rank 
the 30 B-schools shortlisted in 
Phase I. Associations for each 
school were obtained on various 
parameters. These attributes were 
further classified into eight factors 
(See Classification of Attributes), 
comprising Reputation, Placements, 
Quality of Placements, Infrastruc- 
ture, Faculty, Specialised Units, 
Teaching Methodology and 
Admissions Eligibility. Each of 
these eight attributes were further 
broken up into sub-attributes such 
as difficulty of admission exam 
and student-faculty ratio. 
Nielsen's Winning Brands 
model is focussed on understanding 
the key drivers of choice. Taking 


into consideration parameters such 
as favourite school, recommended 
school, and the price premium 
commanded by a brand, the model 
calculates the Brand Equity Index 
(BEI) for each of the 30 B-schools. 
The BEI scores eventually deter- 
mined the B-school rankings. 

The higher the BEI score of a 
B-school, the more attractive it is to 
MBA aspirants and recruiters. Based 
on their score, B-schools were 
categorised as a Monopoly Brand 
(with a score between 4 and 6). 
Winning Brand (3 and less than 
4), Distinct Brand (2 and less than 
3), and Undifferentiated Brand 
(between 1 and less than 2). 

As in the previous years, there 
are no big surprises among the top § 
B-schools. um Ahmedabad continues 
to be the leading business school in 
the country, followed by tim 
Bangalore and iM Calcutta. iM 
Ahmedabad emerges as the only 
Monopoly B-school brand in the 
country, while IIM-B ranks as the 
only Distinct brand. But all the other 
schools have little to differentiate 
themselves from the others. m 





NISHIKANT GAMRE 


The BT-Nielsen B-school survey 
team: (L-R) Minesh Dhuri 
Pattabhiraman lyer and 

Sachin Angane 
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N JUST ABOUT A DECADE, THE 

Indian BPO industry bas grown 

from almost zero to $11 billion 

in annual revenues and a work- 
force of 700,000. Starting with low- 
end work of data entry and then 
voice-based customer contact, the 
industry now also does sophisticated 
finance and accounting, besides an- 
alytics and legal work. The demand 
for outsourced services from India 
has been so large that the Indian 
BPO industry bas been growing at 
35 per cent annually for the last 
three years. A recent Nasscom- 
Everest study shows that the “po- 
tentially addressable market” for 
Indian BPOs could be a staggering 
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$220-280 billion by 2012. 
However, BPOs in India now seem 
hobbled by a lack of sufficient 
trained workforce and rising em- 
ployee costs, and inadequate infra- 
structure, including power and pub- 
lic transportation. So, what's the 
road ahead for Indian BPOs? Will 
they be able to ramp up revenues 
five-fold to $50 billion by 2012—a 
possibility, according to the Nasscom- 
Everest report? To find answers to 
these, and more, questions, Business 
Today and Nasscom organised a 


round table on the sidelines of 


Nasscom's recent BPO Strategy 
Summit held in Bangalore. The in- 
dustry experts at the round table 


Gupta, Ananda Mukerji, 
Pramod Bhasin, Som Mittal, Raman Roy, 


| R. Sridharan and Miche! E. de Zeeuw 
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comprised: Pramod Bhasin, President 
& CEO, Genpact; Ananda Mukerji, 
MD € CEO, Firstsource; Raman Roy, 
MD, Quatrro BPO Solutions; Akhil 
Gupta, Senior Managing Director & 
Chairman, Blackstone India; Michel 
E. de Zeeuw, Vice President, Europe 
c Africa, Infosys BPO; and Som 
Mittal, President, Nasscom. The 
round table was moderated by BT’s 
R. Sridharan. Excerpts: 

BT: Pramod, let me start with you. 
How does the climate look? The sub- 
prime crisis is not yet behind us, oil is 
on the boil, inflation is up across 
economies. Are these factors going to 
be a threat to or an opportunity for 
the Bro industry? 


Pramod Bhasin: I think medium to 
long term is going to be an op- 
portunity, but there are going to be 
some turbulent air pockets in be- 
tween. From time to time some 
individual companies, depending 
on their situation, may choose to 
postpone or delay or cancel a de- 
cision. But I think along with that 
happening there are always going 
to be two new companies who are 
going to say, 'this is something I 
need to do to drive my cost and ef- 
ficiency even higher'. And, I think 
those two will balance it out. Will 
they balance it out each quarter? I 
don't know. I think the unknown 
element obviously is how long is it 
on for, and how deep is the 
recession? 


BT: Ananda, you've made some 
acquisitions in the US and signed 
some fairly big outsourcing deals as 
well. Do you think the industry can 
maintain its 35 per cent growth rate? 
Ananda Mukerji: There clearly are 
macroeconomic factors that today 
every industry is facing, every com- 
pany and so our customers are fac- 
ing it; to that extent there is going 
to be a turbulence in the short term. 
[ think the fundamentals of the 
business are very strong. The 
proposition of cost and skills ar- 
bitrage provided by an offshore lo- 
cation like India continues to be 
strong. The growth can be sus- 
tained and there is more than 
enough demand for our services. 


BT: Raman, if you look at what's hap- 
pening in the stock market as far as the 
listed BPO companies are concerned, 
the stocks are down. So, it's not all 
hunky dory. Do you think it's going to 
get much harder for smaller BPOs to 
operate in this sort of an environment 
and the big boys will get bigger? 

Raman Roy: | think when you say 
stocks are down, it is relative to 
where they were. Yes, the IPO mar- 
ket is already challenging. Is it 
going to continue for tomorrow 
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"Why is India producing a 
BPO MNC a question? We are 
more global than a lot of 
multinational companies" 


Pramod Bhasin 
President & CEO, Genpact 
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“| think the fundamentals of the 
business are very strong. The 
proposition of cost and skills 
arbitrage continues to be strong" 


Ananda Mukerji 
MD & CEO, Firstsource 


morning? Yes, it is. But medium to 
long term, is there an opportu- 
nity for people to use IPO and 
exit? I think there definitely is. 
Some of the expectations may un- 
dergo a change, there is a little 





bit of fine-tuning to understand 
what the marketplace and what 
investors are looking for. It’s a 
global aspect of what is happening 
to the stock market. It's not that 
Indian stocks or BPO stocks are 
impacted alone. 


BT: Akhil, is it a good time for some- 
one like you to be buying BPO com- 
panies or would you rather wait? 
Akhil Gupta: Next six months are à 
good time for us. In the past three 
months, we have worked harder 
than we have in the last three years, 
in terms of the kinds of deals that 
have come to us and the demand 
for private equity. The problem 
currently is that people have still 
benchmarked their expectations on 
the high-end of the cycle and that 
will change if the stock market re 
mains where it is. And, my predic- 
tion is that there are few global 
cues to show the market will swing 
back to those levels. | think we 
have gone from a point when peo- 
ple took out the term ‘risk’ from 
their dictionary to a time now when 
everything is too risky. This kind of 
turmoil is the perfect market for 
private equity. 

Bhasin: One other aspect that we 
shouldn’t forget is demographic 
change. Demographic change will 
have a lot to do with the develop 
ment of this industry. This is a 
change we can't reverse. It may 
not be immediate, but medium to 
long term it's a massive change. 
Som Mittal: I think this change is 
visible in North America, Europe 
and Japan, where there are not 
enough people to manage. This 
change will get more accentuated 
and we have started seeing it in at 
least these pockets. 


BT: If you look at the BPO industry 
today, almost half of the business 
comes from customer interaction serv- 
ices. There is a lot of talk about how 
the industry needs to do much more 
of value-added work. What are the 


JULY 13 2008 BUSINES 121 


bt round table 


newer opportunities that the industry 
is capable of tapping given that even 
at seven lakh employees, it is 
already complaining of a lack of talent? 
Bhasin: Frankly, it's not a BPO in- 
dustry problem, but an Indian in- 
dustry problem. I don't know if 
there is any sizeable company that 
has a lot of employees and can't af- 
ford to be in the training business. 
All of us provide training in a vari- 
ety of forms; we probably provide 
in our company 200-300 different 
courses, we have tie-ups with uni- 
versities so that people can become 
Chartered Accountants or software 
programmers. | wish it wasn't this 
way, I wish the government would 
fulfil its function of providing 
trained resources, but it is not right 
now. So, all of us have to build 
very large training departments. 
There is a benefit to that; the ben- 
efit is we learn how to manage 
processes even more efficiently. 
And, that is a unique skill Indian 
companies have built. 

Mukerji: The industry is relatively 
young and its business model is yet 
evolving. We have to figure out 
what is the best way to deliver our 
services and where the best talent is 
located. We deliver high-class serv- 
ices despite all these hurdles. We are 
not yet reaching saturation as far as 
the market is concerned. 


BT: Is going to Tier I| really an option? 
Genpact has tried to go to Jaipur and 
smaller locations, others are working 
out of Pune. Is there sufficient talent 
coming out of Tier IIl cities? 

Roy: To your earlier question, there 
is a pyramid across industries across 
countries. There is a pyramid from 
top to bottom of the number of 
people at every level, every com- 
petency, every particular domain 
knowledge. If you talk of moving to 
a higher domain, which was your 
earlier question, the next layer of 
the pyramid has the ability to feed 
it but the hunger is not that large. If 
you say that you will require PhDs 
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"The next phase is innovation 
and process improvement, but | 
do think Indian BPOs are well 
prepared to deal with it" 

Akhil Gupta 


Charman, Blackstone India 
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"Being Indian is also core to how 
you manage your business. In this 
business, India is perceived very 
well by global customers" 

Michel E. de Zeeuw 

VP, Europe & Africa, Infosys BPO 
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in Econometrics in the same num- 
ber as you require guys who take 
calls and answer balance queries, 
that’s not true. 

But the number that is needed 


with the training that Pramod and 
Ananda spoke about, I think that's 
doable because that talent is there. 
We have been able to learn how to 
compress the training time, we have 
been able to learn how to get an 
Indian up to speed to an interna- 
tional level, and we will move into 
smaller towns and cities for that 
segment. But will we go to these 
smaller towns and set up a fancy 
analytical capability that requires 
PhDs? We will not. 

Michel E. de Zeeuw: I think that as 
we move to higher value services, 
the customer requests a bit more 
customer intimacy in terms of, say, 
proximity or it could be knowl- 
edge of local regulations. So, the ex- 
pansion being looked at is not only 
in India, but onshore or nearshore. 


BT: Som, | want to go back to the 
point that Raman made about how 
Government needs to churn out edu- 
cated and employable graduates. That's 
a solution for the long haul. In the 
immediate term, how do you see the 
Indian BPO sector maintaining its low- 
cost edge? Is that under threat? 

Som: Low cost is the whole Indian 
environment of being a low-cost 
economy, and I think the issue to- 
day is that the currency fluctua- 
tion is impacting the whole world. 
Every projection will show you 
that the low-cost economy advan- 
tage of India has not changed. That 
will remain today, tomorrow and in 
the long term. The issue for us to- 
day is that we do many things that 
no one else in industry in India or 
in the world does. We have to pro- 
duce our own power, transport 
our own people, train them... Two 
things that come to my mind—first 
one is training. Why should we be 
getting people from colleges who 
are not getting right education and 
soft skills, technical skills and then 
have to do that again? The other 
thing is that 85 per cent of the 
work we are doing is in the seven 
centres and if you look at the 
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footprint of our colleges there are 
not even 5 per cent in these seven 
centres. So, we are bringing people 
from where they live and where 
they study to these seven centres. 
That obviously puts pressure on 
the infrastructure, cost structures 
and other factors. 

There are two options for us: 
one is to change the education sys- 
tem and take the inefficiencies out, 
and the other is to go to Tier Il 
and Tier III towns and invest even 
more in training. The need to go to 
Tier I/II cities is an economic 
compulsion, because you just can't 
let this migration go on. We're not 
looking for concessions and sub- 
sidies. We're only asking govern- 
ments to take note of the economic 
benefits this industry generates. 
Mukerji: | think there is opportunity 
today because infrastructure, espe- 
cially telecom connectivity, allows 
you to go to smaller cities and de- 
liver high-class services. Three or 
four years ago, one couldn't think 
of going to Pune; today we go to 
Hubli, Vijayawada and Cochin. We 
just need to be able to tweak our 
business model to be able to de- 
liver. It's a big opportunity, instead 
of bringing people from their cities 
to a Bangalore or Mumbai, we can 
actually go there. 

Raman: Just to add to this and make 
a few controversial statements, we 
have sat with the governments and 
said, ‘where are the schools?’ You 
want to see middle management, | 
can recruit at the bottom of the 
pyramid but I still need middle 
management, | cannot operate 
without middle management and 
senior middle management in any 
location. Local talent at this level is 
not there. So, the guy I get in (from 
a bigger city) asks you *what about 
my child's education, what about 
hospitals,’ and then comes eating 
places and entertainment? At 
Nasscom, in our report in February, 
we tried to bring out the integrated 
aspect of what it takes to be able to 
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“The issue is we do many things 
that none of our rivals elsewhere 
in the world does. We don't want 
sops, but what is due to us” 


President, Nasscom 


develop some of these towns for us 
to be able to go there. 


BT: Akhil, given that the Indian BPO 
sector is so unique in the pain points it 
needs to manage, what makes it at- 
tractive for someone like you and do 
you see any BPO mncs coming out of 
India in, say, five years from now? 
Gupta: The answer is in your ques- 
tion itself. When we took an in- 
vestment in Intelenet to the invest- 
ment committee, they said ‘how 
can they manage with all these 
problems, attrition etc'. We said, 
‘well that’s right, if they can manage 
this well we can make a big buck 
out of it'. And that's the reason 
the bet is always on the manage- 
ment team, their dynamism and 
commitment. 

Bhasin: Why is that (India produc- 
ing a BPO MNC) a question? We 
were the founders of Dalian as a 
BPO destination, we're the largest in 
Hungary, too. We went there be- 
fore most people had heard of 
Dalian. Our managers are French in 
Europe, Japanese in Japan, 





American ops headed by a 
Mexican. We are more global than 
a lot of multinationals. 

Mukerji: This industry has gone 
global much faster than any other 
industry. Today, we have ops in 
five countries, 4,000 people outside 
India. Probably four out of our top 
10 executives are not Indians. This 
industry faced global competition 
from day one and had to become 
global companies as opposed to 
Indian companies. 

De Zeeuw: I think being Indian is 
also core to how you manage your 
business. In this business, India is 
perceived very well by global 
customers. 


BT: The US accounts for three-fourths 
of the business BPOs in India get. 
There is obviously a need to diversify. 
Given the slowdown, which markets are 
most ready for Indian BPOs to 
get into? 

Mukerji: India and China. 

Pramod: If we say we want to di- 
versify from America and Europe, 
it is silly. How many economies 
are there that are as big? 


BT: Japan ... 

Bhasin: Just because the US is in re- 
cession does not mean it will re- 
main so forever; it will climb out of 
it and who knows this actually may 
be good for us in the long term. So 
| think that proportion is going to 
remain for a very long time. 
Mittal: We do see movement in 
continental Europe in language and 
similarly Japan. There is a change in 
the mindset of Japanese customers 
in accepting English and similarly in 
service providers from India going 
farther in learning Japanese. We 
have already started seeing that in 
Germany. 

De Zeeuw: | think Europe has been 
lagging behind in growth compared 
to the Us, but some key changes 
have happened. First, euro is so 
high they actually need to get 
more competitive. 
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BT: Who is doing better—pure play 
BPOs or the so-called IT-BPOs? 
Mukerji: It depends on who you 
ask... (laughs). I don't think it's a 
matter of pure play BPO companies 
versus third party IT services com- 
panies and whose model is better. | 
think BPO business is a different 
business and requires different dy- 
namics, different success factors, 
and I think it's good that there are 
companies that have come into this 
industry are those that have done 
some fantastic work in rr. If you 
look the world around you and 
see how many BPO companies are 
there, they are all growing, they 
are all doing well, there is enough 
demand out there. 

Mittal: | don't think integration of 
services has vet happened. It may 
happen in the next round. 

Gupta: | would love to invest in a 
BPO company that is going to the 
next level. Just thinking aloud, there 
is the improvement in processes 
that will drive BPO companies to 
acquire IT resources. I haven't seen 
that as yet, but to me that sounds 
like a logical progression. 

Bhasin: There is no similarity 
between Java programming and 
Sarbanes Oxley, that is why the 
CIO and cro roles have not been 
combined and are not likely to be 
combined. So, I think that should 
answer your question. The fact is 
client relationships can be used to 
cross sell—if there are capabilities 
in both. | am saying this in front of 
Infosys BPO, earlier we did not see 
them on the map, now they have 
made acquisitions and we see them 
on the map not because of IT but 
because of their true capabilities 
in BPO. There will be areas where 
they (rr and BPO) overlap, wherein 
application of technology along 
with the application of process al- 
lows you to drive efficiency to a 
greater level than you can do on à 
standalone basis. But broadly it's 
about two separate dynamics being 
brought together to sell well into 
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"We owe it to our next 
generation to get our act together 
and ensure India's dominance 

in the market" 


Raman Roy 
MD. Quatrro BPO Solutions 


your customer and increase your 
penetration. 


BT: Michel, is that how you see it 
evclve? 

De Zeeuw: If you look at it very 
factually, you will see most US com- 
panies have separate require- 
ments—either BPO or IT. Of course, 
in the case of Infosys, since we 
started in IT and moved into BPO 
later, now it's a real advantage to 
have it to tap into IT customers 
and move into our BPO business. 
It’s yet marginal but some deals 
come out as a package where the 
customer wants full back office, 
platform, software operating etc., 
but those are very few. 


BT: How realistic is the five-fold growth 
that the Everest report has projected? 
Bhasin: If I may clarify, we are talk- 
ing about the $50-billion growth, it 
could be possible, the opportunity 
exists, but I don't know if we can 
make it happen as yet. 


Roy: I don't know if we can make it 
happen on our own—all stakehold- 
ers have a role to play—govern- 
ment, customers, industry, providers, 
and educational institutes. 


BT: Is India's leadership position safe at 
least for the next five years? 

Mukerji: Indian companies' leader- 
ship, perhaps. India's leadership 
is a function of what the stake- 
holders do. 

Gupta: The only risk is that our 
stake is going up; the next phase is 
innovation and process improve- 
ment, but I do think we are well 
prepared to deal with it. The only 
spoiler will be the rupee apprecia- 
tion. We can handle a gradual ap- 
preciation of the rupee. When it's 
sharper it can be troublesome. 
Mittal: There is a long way to 
go but there is a massive opportu- 
nity. We are going in the right 
direction. 

De Zeeuw: | think both India and 
Indian players have expertise more 
than anyone anywhere else in the 
world, and the cost aspect is a key 
criterion and inflation is a long- 
term issue. Indian players are here to 
stay. We need to focus on trans- 
formation in the next phase of 
growth. 

Mukerji: The skills and capabilities 
built by Indian companies are now 
exportable. There are other coun- 
tries who will now compete. They 
are targeting this industry as a clear 
target, with incentive plans and 
sops. I don't see that here. 

Roy: 1 think we need to consider 
the potential if all stakeholders get 
their act together. What are we go- 
ing to do to our transportation, 
electricity and education? We owe 
It to our next generation to get our 
act together and ensure India's dom- 
inance in the market. 

Mukerji: India will be the epicen- 
tre of the BPO market. We need to 
look at this strategically and see 
what kind of market share we 
can capture. พ 
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Ranbaxy's Malvinder Singh: He has read the writing on the wall ahead of other Indian drug makers 


MALVINDER S 
SWEET DEAL 


By selling out to Daiichi Sankyo, Malvinder Singh 
hasn't just netted a Rs 9,576-crore windfall, but 
brightened Ranbaxy's future sans him in the 
global generics market place. sHALINI s. DAGAR 


[ IS THE SATURDAY AFTER JAPAN'S 
second-largest drug maker, 
Daiichi Sankyo Co (DS), stunned 
corporate India by announc- 
ing the takeover of India’s largest 
and iconic pharma company, 
Ranbaxy Laboratories, and this 
writer and her colleague are waiting 
in the lobby of the company’s 
Gurgaon headquarters ahead of a 
meeting with Malvinder Singh. 
Ranbaxy's CEO & MD has, of course, 
done the unthinkable (for most 


Indian promoters at least) by selling 
his family's flagship business. 
Singh draws up at the entrance 
to the building in his S-class 
Mercedes-Benz. He's on his cell- 
phone, and arriving into the building 
lobby, ducks into an adjoining con- 
ference room to finish the call. 
Minutes later, he's out, only to catch 
one of us using a folded paper sheet 
as a fan to stay cool in the lobby's 
oppressive heat. *Why isn't the 
air-conditioner on?" he asks a mem- 





ber of his PR team. “The Japanese 
ordered it shut, cost cutting already" 
we joke, before his PR manager can 
reply. "Around here, I still call the 
shots," Singh snaps back. 

That may be so for now—and 
maybe a little more time. Singh, 
however, insists that it is business as 
usual apart from the stake sale. "I am 
not going anywhere. Ranbaxy will 
continue to be a listed and inde- 
pendent company with full auton- 
omy and decision making in India," 
he says. He becomes Chairman of 
Ranbaxy in addition to CEO & MD. 

Singh and his family (mainly 
brother Shivinder) sold their stake 
(34.8 per cent) in the company for a 
cool Rs 9,576 crore (See His Own 
Business). Daiichi Sankyo will pick 
up additional stake to take its hold- 
ing beyond 50 per cent (See What 
Daiichi Pays). So, life has certainly 
changed at Ranbaxy, which has 
clawed its way up through high- 
risk, high-return litigations over 
patented drugs with innovator 
pharma companies to become one of 
the top 10 global generics players. 





WHAT DAIICHI PAYS... 


Rs 737 per share in four separate transactions. Total purchase price works to between 
Rs 14,700 crore and Rs 19,800 crore (or JPY 369-495 billion). 








Purchase of shares from promoters 1,300 


Open offer in the market 
Sum of the above 
Warrants for new shares 





* Rs 1=JPY 2.5 Source: Daiichi 


However, the world has 
changed. “In the last two years or so, 
the global pharma value chain has 
broken down," says Singh. If inno- 
vator companies are under pressure 
to reduce costs of drug discovery 
and seek additional sales in emerging 
markets, generic producers such as 
Ranbaxy need size, scale and new 
drugs to sustain themselves. 

Apart from the rising heat in the 
global market place, for Singh and 
his family, it became a little compli- 
cated due to a string of acquisitions 
that Singh pulled off in the last two 
odd years. Revenue growth notwith- 
standing, the leverage too increased. 
In fact, Ranbaxy had a debt of 
Rs 3,503 crore on its balance sheet 
in 2007, thanks mainly to the 
acquisitions (BT learns that the pro- 
moters themselves may have taken 
on some personal debt in the 
process). Stock markets remained 
unimpressed, with the share price 
languishing around Rs 450 over the 
past few quarters. With the 
redemption of the foreign currency 
convertible bonds around the corner 
at around Rs 550 per share, there 
were no easy options. Price erosion 
in key overseas markets like the us 
may have strengthened the Singh 
family's resolve to cash out before it 
got worse. And the Japanese were 
offering a good price. 

The deal is a win for Daiichi 
Sankyo, too, which. vaults to #15 
position from #22 globally. DS, 


Preferential allotment of new shares 460 — d 2008 
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.. WHAT DAIICHI GETS 


m Largest pharma company in India, with 
domestic revenues of $301 million and 
market share of around 5 percent — — 

m Local operations in 49 countries, several 
of them in emerging markets such as 
Brazil, South Africa, Romania, among 
others. Also, a big presence in Eastern 
Europe, Asia and Africa 

w World-class manufacturing facilities in 
14 countries such as Brazil, China, 
lreland, India, Japan, Malaysia, Nigeria, 
Romania, South Africa, USA and Vietnam 


m More than 1,400 people in research and 
. development; 300 in innovative research 


m 98 pending ANDA approvals, 18 of which 
are those where Ranbaxy may get the 
180-day marketing exclusivity on the drug 
going off patent. Innovators' annual 
(2007) sales for these drugs: $27 billlion 


Source: Daiichi 


which moved so quickly on the deal 
that it skipped the regular due dili- 
gence, may have fast-forwarded its 
generics plans by a good five-to- 
seven years, reckons the Indian CEO 
of a Big Pharma company. Daiichi 
not only gets access to superlative re- 
verse engineering skills at Ranbaxy, 
but also US FDA-certified manufac- 
turing plants (See What Daiichi Gets) 
and a host of generic drugs already 
registered in a wide variety of emerg- 
ing markets. 

The company, however, gains 
the most. “Ranbaxy gets access to 
the Japanese generics market. Added 


"Emerging markets will be the 
engine of growth for the entire 
pharmaceuticals market" 

Takashi Shoda / President & CEO, Daiichi Sanky 


to it is the enhanced product flow 
from DS plus improved financial sta- 
tus," says former Executive Vice 
Chairman and now Non-Executive 
Director of Ranbaxy, Brian Tempest. 
“Tt is an excellent deal. The injection 
of funds by Ds will lighten the com 
pany,” agrees D. S. Brar, Chairman, 
GVK Biosciences, who in his earlier 
avatar had taken Ranbaxy global. 
He says this deal will set a trend 
(see Who's Next? on page 132) 

Thanks to the deal, as much as 
$1.2 billion (Rs 5,160 crore) will 
flow into the company, making the 
company debt-free and leaving size 
able surplus to boot. It's easy to see 
where Ds will put all this money: 
in ramping up manufacturing, R&D, 
and expanding presence in the mar- 
ket. “Ranbaxy will aim to be #1 in 
generics in Japan and we will con 
tinue to look for opportunities in 
India—both organic and inorganic,” 
says Singh. He reiterates the vision of 
$5 billion in revenues by 2012. 
Sounds doable. 

The opportunity exists, it only 
needs someone with heft to mus- 
cle in and stake claim to markets. 
Consider: The total pharmaceuti- 
cal market size of Brazil, Russia. 
India and China (BRICs) along with 
Mexico and Turkey is expected to 
swell to $330 billion-$420 billion in 
2030 from $56 billion in 2006. This 
compares to the total market size 
of North America and Japan in 
2006. No surprise then that Takashi 
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"As the talks evolved it was clear that 
the family selling out completely was 
most beneficial to all stakeholders” 


Sunil Godhwani / Group CEO , Religare Enterprises 


Shoda, President and Chief 
Executive, Daiichi Sankyo Co, says: 
“It may be no exaggeration to say 
that the emerging markets, including 
these six markets, will be the en- 
gine of growth for the entire phar- 
maceuticals market.” Shoda is also 
quite clear that Ranbaxy, given its 
presence in these markets, will be 
their vehicle for growth in the gener- 
ics space from now on. How soon 
will the benefits from the deal start 
becoming visible? Before the year is 
out, promises Singh. 


Pay Dirt 
Why did Singh prefer Ds to other 
suitors it was in talks with (Pfizer in 
the past is said to have considered 
buying Ranbaxy)? One reason 
would have been the valuation 
offered at Rs 737 per share. The 
deal values Ranbaxy at $8.42 


NOT SO HEALTHY 


Daiichi's sliding operating performance. 














Sales 930 880 840 
Operating Income — 136 — 157 130 
Ordinary Income* — 152 109 138 
RoE(%) —— 63 IB PC 
Cash balance (yr end) 513 444 - 
* (excluding extra-ordinary items) 

Source: Daiichi, First Global 
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billion—an enterprise value to sales 
(Ev/sales) of 3.5x the estimated earn- 
ings for 2008 and an EV/EBITDA of 
23x the forward earnings for the 
current year. (Ranbaxy follows the 
January-December financial year). 
Analysts believe it is a very attractive 
multiple. According to a First 
Global report, DS is paying about 
4.7x Ranbaxy's sales for the acqui- 
sition, as against 2.7x paid by Mylan 
for Merck KGaa’s generic unit at a 
price of for €4.9 billion ($7.6 bil- 
lion) in 2007. Singh agrees that the 
deal is at the top end of any metrics. 
“I do not see anyone else (in India) 
getting this valuation," he says. 

Analysts believe the high valua- 
tion was due to Ranbaxy's strong 
infrastructure, presence across ge- 
ographies, a robust product 
pipeline, including upsides from 
the settlements. Though the settle- 
ment for generic Lipitor, an- 
nounced a week after the Daiichi 
deal, has disappointed them, most 
were putting a cumulative value of 
Rs 150-180 per share to the settle- 
ments. So it is a good deal. 
“Ranbaxy would not have achieved 
this sort of a price for the next sev- 
eral quarters at least,” says a 
pharma analyst with a Mumbai- 
based brokerage. 

Good money apart, the deal of- 
fered to take Ranbaxy to the next 
orbit. What clinched the deal was 
the persuasiveness of the Japanese. 
“As the talks evolved it was clear 
that it had to be this option (the 
Singhs selling out completely) that 
was most beneficial to all the stake- 
holders,” says Sunil Godhwani, CEO 
& MD of Religare Enterprises, who 
was Singh’s close advisor on the 
deal. It was not an easy decision, 
though. Singh’s father Parvinder 
Mohan Singh and grandfather Bhai 
Mohan Singh had nurtured Ranbaxy 
over several decades as it climbed up 
the global generics rankings. 

Both Singh and Godhwani credit 
the Japanese for being very sensitive. 
“They were very, very good. They 


HIS OWN BUSINESS 


What will the brothers do with the 
Rs 9,576 crore they have made? 


T WAS NOT A PROBLEM THAT CAME UP 
frequently in India earlier— 
managing large amounts of cash 

that gets unlocked from the sale of the 

family business. The Singh brothers are 
unique in not just the size of the cash 
generated (nearly Rs 10,000 crore) but 
also that they have unlocked the value 
at a fairly young age. Elder brother 

Malvinder is 35 while Shivinder is only 

32. Clearly, far away from the age to 

retire or to take it easy. Where will their 

money go? They have ready businesses 
in healthcare (Fortis Healthcare) and 
financial services (Religare Enterprises) 

—both capital-intensive and high- 

growth sectors (See Their Other 

Empire, BT issue dated June 15, 

2008, on www.businesstoday.in). 

Private equity, the favourite hunting 

ground for most such promoter 

families, is also another way of putting 
this money to work. There is clearly 
enough on their plates to do with the 
surplus. It will only be a problem of 
plenty. Close family friend, confidante 
and Religare head Sunil Godhwani says, 

"We always had money, now we have 

more. Managing it is not going to be a 

problem. We have the bandwidth to 

manage several multiples of this 
amount." Given their relative youth, the 

| brothers have plenty of time to build 

| another business empire. Yet, surely 

| they will also know that building another 

company the size and scale of Ranbaxy 
| will be tough, if not impossible. 





were sensitive to the Indian culture, 
to the Indian values, the whole sit- 
uation," says Singh. Shoda even 
took to eating vegetarian meals in 
India. Respect for the family is evi- 
dent in bs’ offer to allow the Singh 
family to nominate Directors on the 
reconstituted board, apart from 
Singh himself. 

Clearly, what ps has in mind is a 
Novartis-Sandoz-like model, where 
the innovator parent has a strong 
generics arm. It will be interesting to 
watch how it goes about the job. ai 
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The final moments of the much-awaited NDTV PROFIT Business Leadership Awards 2008 
have arrived. An event synonymous with excellence and enterprise. The ceremony brings 


together the greatest constellation of corporate czars and salutes their spirit of entrepreneurship. 
It’s showtime, ladies and gentlemen! 


The NDTV Profit Business Leadership Awards at 


The Ballroom, Grand Hyatt, Kalina, Mumbai on 25th July, 2008. 
Entry by invitation only. 
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NEXT? 


Several Indian drug makers seem ripe 
for the picking, but buyers will have to 
come up with compelling offers. 

E. KUMAR SHARMA 


FEW DAYS AFTER MALVINDER SINGH ANNOUNCED 

that he was selling his family's stake in Ranbaxy 

Laboratories to Daiichi Sankyo, Dr Anji Reddy, 

founder and Chairman of the eponymous 
drug company in Hyderabad, wrote a longish piece on 
the edit page of a business daily saying why his own fam- 
ily would never consider selling its stake in Dr Reddy's 
Labs. *A deal of this kind is unthinkable for my com- 
pany... my family is fully aware that my excitement is 
only in drug discovery. We will build our company based 
on generic opportunities in the short run." 

Famous last words? Perhaps not, but there's no 
denying that Dr Reddy's is an attractive target for foreign 
multinational drug companies, despite a negative in 
terms of its exposure in Germany. Consider: It has 
consolidated revenues of Rs 5,000 crore, with Rs 800 
crore coming from India alone; that makes it India's 
#2 drug major in terms of revenues (after Ranbaxy). Like 
Ranbaxy, it is vertically integrated, and does everything 
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A. PRABHAKAR RAO 





from basic research to manufacture generics; it has 
manufacturing facilities in five countries, and has a mar- 
keting presence in over 40 countries. Yet, Dr Reddy's 
market value is a modest Rs 11,592 crore and, worse, the 
promoter family's ownership in it is a vulnerable 26 per 
cent. All that someone would need to buy them out at a 
30 per cent premium is around Rs 4,000 crore; far less 
than the Rs 9,600 crore paid by Daiichi to the Singhs of 
Ranbaxy. Says Jayesh Desai, National Director- 
Transaction Advisory Services, Ernst & Young: “The fun- 
damental lesson from the Ranbaxy deal is this: do not 
assume that Indian promoters do not like to part with 
ownership. They could, provided the price is right." 
The Singhs of Ranbaxy are hardly the first business 
family to sell out. For example, the Sekhsarias of 
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G. V. Prasad / Vice Chairman and CEO / Dr Reddy's Labs 


SITTING DUCKS? 


There are quite a few good targets around. 


Dr Reddy's Laboratories 


WHAT'S HOT: Strong vertically integrated player with presence in key geogra- 
phies, including the US. Plus, has a diabetes drug that is in Phase III of trials. 








Orchid Chemicals & Pharmaceuticals 
WHAT'S HOT: It's a low-cost manufacturer and an integrated player. It also has 
a presence in niche segments in the US market. Ranbaxy part owns it. 





Piramal Healthcare 


WHAT'S HOT: Has a very strong business in domestic formulations and has built 
8 good contract manufacturing business. Has access to Big Pharma clients. 





Cipla 
WHAT'S HOT: It is very strong in the domestic market, and has low-cost manu- 
facturing facilities. A partner of choice for some major generic players. 





Sun Pharmaceutical Industries 
WHAT'S HOT: Has a good geographical spread and has posted good growth in 
the US and Indian markets. Is strong in psychiatry and cardiology. 


Glenmark Pharmaceuticals 
WHAT'S HOT: Has a well-monetised R&D pipeline and strong earnings 
momentum. Plans to unlock more value by segregating its generics business. 





Aurobindo Pharma 
WHAT'S HOT: Known for its strengths in low-cost manufacturing facilities, 
especially for a lot of APIs (active pharmaceutical ingredients), or bulk drugs. 





Gujarat Ambuja gave up control to Holcim, and even in 
pharma, N. Prasad, who founded Matrix Laboratories, 
cashed out in a 2006 sale to Mylan Laboratories. “I am 
a great believer in the view that wealth has to be un- 
locked or else it remains only on paper,” says Prasad. 


Changing Times 

Is the time right for Indian promoters of pharma com- 
panies to cash out? It does seem so. Over the last two 
decades, quite a few of them have become global play- 
ers in their own right, with impressive capabilities in 
manufacture of low-cost generic drugs and even dis- 
covery of new molecules. In contrast, Big Pharma has 
been on a decline since the start of this decade. Reasons: 
Soaring R&D costs and fewer blockbuster drugs. The top 





"The Ranbaxy- Daiichi deal should be a wake 
the Indian government ” 
Y. K. Hamied/ Chairman/ Cipla 


15 companies in the industry have lost $850 billion in 
market value between 2000 and 2008. 

Big Pharma needs a wonder drug to battle its blues. 
Awaiting one, it is building presence in generics. Novartis 
was the first innovator company to spin off (in 2003) its 
generics business into Sandoz and to grow it consistently 
ever since. Here’s the interesting thing, though: As Big 
Pharma brings its crushing heft—everywhere from the 
marketplace to court rooms—to the battle, the smaller 
rivals are realising that the going ahead will only ge: 
more bruising. “Consolidation is taking place globally 
and this (Ranbaxy-Daiichi-like deal) is no more a choice 
but a compulsion," says Prasad. 

That leads to the question, after Ranbaxy who? 
Promoters are swearing that they are not selling out vet. 
"It's not on the cards," says G. V. Prasad, Vice Chairman 
and CEO of Dr Reddy's, “the two cases (Ranbaxy and Dr 
Reddy’s) cannot be compared”, but the pressure to 
take the bait is intense. Indian drug makers that are ver 
tically integrated—that is, they manufacture everything 
from bulk drugs to finished dosages with R& thrown in 
between—are attractive targets (see Sitting Ducks? 

Yusuf Hamied, Chairman of Cipla, warns against 
such deals. “This deal, right or wrong, should be a 
wake-up call for the government on various matters con 
cering the Indian pharma industry," Hamied told #7 
from Spain. His point: the death of Indian generics play- 
ers will mean the end of cheap drugs. “India must review 
its law in relation to intellectual property and there must 
be a pragmatic compulsory licence system for medicines 
so that they remain affordable,” says Hamied, promis 
ing that his family won’t sell out “at least in his lifetime” 

Evidently, Indian promoters are emotionally at 
tached to their companies and their causes. But Malvinde: 
Singh has proved that there’s a point at which logic 
overtakes emotion. Ranbaxy has reached that point 
Other Indian drug makers may too in the years ahead. 8i 
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OOD MORNING. I'M 
pleased to announce 
my nomination of 
Congress-man Chris 
Cox of California as 
our next Chairman of the Securities 
and Exchange Commission... Chris 
understands how markets work, and 
he knows the need for transparency 
in financial exchanges and in the 
halls of business. He proved that he 
can bring together people of diverse 
opinions to get things done. That 
kind of leadership will be invalu- 
able as the Chairman of the SEC. 
When on June 2, 2005, 
George W. Bush, President of the 
United States, ushered in Chris 
Cox as Chairman of the Securities 
and Exchange Commission (SEC), it 
wasn’t for the first time that the 
Commission had a man well-versed 
with capital markets at the helm. 
Cox, who specialised in venture 
capital and corporate finance at a 
Wall Street law firm, succeeded 





| S.A. DAVE 
| Apr. 1988-Aug. 1990 


ll 
] í | STINT BEFORE SEBI: 
/ Executive Director at IDBI 


HIGH POINT: Prepared the draft of the 
SEBI Act, and wrote concept papers on 
various market intermediaries 
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| All the Other Men SEBI'S PAST CHAIRMEN HAVE HAD THEIR MOMENTS. 







WALKED THE STREET 


After being run by a 
string of bureaucrats 
who weren't exactly in 
sync with the stock 
markets and its devices, 
regulator SEBI finally 
has a chief who's no 
stranger to the bulls and 
bears. Can he make a 
difference? 

RACHNA MONGA 


Bill Donaldson as the 28th 
Chairman of the SEC. Donaldson 
himself is a former Chairman & 
CEO of an investment bank that he 
co-founded, and was also 
Chairman & CEO of the New York 
Stock Exchange. Cox and 
Donaldson aren't exceptions. Like 


G.V. RAMAKRISHNA 
Aug. 1990-Jan. 1994 


STINT BEFORE SEBI: Indias Economic 
| Ambassador, Brussels 


| HIGH POINT: Laid the 
| foundation for SEBI as 
i a Statutory authority 
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the 25th Chairman, Arthur Levitt, 
a former Chairman of the 
American Stock Exchange, almost 
every SEC chief has done the Wall 
Street shuffle. 

Cut to SEC's counterpart in 
India, the Securities & Exchange 
Board of India (SEBI). Since incep- 
tion in 1994, the market watch- 
dog has had a string of bureaucrats 
at its helm, most of who had been 
thrown into the trading ring of 
bulls and bears for the first time. 
Result? An organisation that's ill- 
equipped to understand how mar- 
kets work. What's more, an 
administrative style of functioning 
has bred bureaucracy, dissatisfaction 
and frustration among its employ- 
ees. The lack of people trained in 
market regulations has resulted in 
SEBI deputing staff from other gov- 
ernment organisations. Whilst the 
SEC's efforts to curb corporate fraud 
in the US can be scoffed at, it has 
done its bit to come down heavily 
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S.S. NADKARNI 
Jan. 1994-Jan. 1995 


STINT BEFORE SEBI: Chairman of IDBI 


HIGH POINT: Framed regulations for 
bankers to make initial public offerings; 
fine-tuned various SEBI regulations 
laid out in the previous regime 
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Governor of Reserve Bank of 
India 


" HIGH POINT: Transformed 
the trading system from open 





Chairman of LIC 


HIGH POINT: Rolling settle- HIGH POINT: Initiated 
ment of stock market transac- vestigations in the IPO scan 
tions moved from T+5 to T«3; restricted entry of foreign inve: 


THE MAN: 


f^ เ . » Ji 


Ulldilllas 
Chairman. SEBI 
AGE: 57 


BEEN THERE: Secretary in Ministn. 
Petroleum; Executive Direct yr. SEBI 
NSDL = 


DONE THAT: Introduced turnover-has: 
Drokers; was instrumental ir setting ur 
lance system at NSE. banning badla ir 
Several new regulations: chamnioner 
trading at NSDL | 


SEBI STINT SO FAR: เก the four month: 
charge, Bhave has become immenseh 
employees, junior and senior he is no 
decision-making, encouraging transpare! 
attempting to overhaul primary markets 


THE CHALLENGES AHEAD: Beefing up 
Investigations & surveillance improvini 
response time; hiring relevant people in 


the good ones; speeding up market refor 


unnar : 


on irregularities like pi 
ulation and insider t: 
on the other hand, w 
to be groping in th« 
Reserve Bank of India, 
ing a change of lead 
time to time, has evi 
ture of its own that do 
with the governors. Bi 
n't get a similar impres 
SEBI, which has beei 
the personality OT ts 
says S.A. Dave, Chair 
nomic research outfit 
Monitoring Indian 
(CMIE), and the founds 


of SEBI. 


H51H5 


HYHS3 


D.R. MEHTA G.N. BAJPAI M. DAMODARAN H 
Feh. 1995-Feb. 2002 Feb. 2002-Feb. 2¢ Fel OS-F; S- 
STINT BEFORE SEBI: Deputy STINT BEFORE SEBI: STINT BEFORE SEBI: 


Chairman of IDBI 


Outcry to screen-based trading; played introduced various margining systems, elec- — participatory notes; introducer 


a role in the transition to a dematerialised tronic data filing system by listed companies; market products such as quali 
trading system and the launch of deriva- — strengthened the exchange surveillance Sys- tional placements: made char 


tives trading tems; initiated investor education campaigns building norms 


Note: SEBI's founding Chairman was S.A. Dave but it became a statutory body during the stint of G.V. Ramakrishna; S 


S. S. Nadkarni passi 
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Been There Done That 


There may finally be some light 
ahead, though. When the govern- 
ment appointed 57-year-old 
Chandrasekhar Bhaskar Bhave as 
the seventh Chairman of SEBI in 
mid-February, for the first time the 
market regulator had a man who's 
been there on Dalal Street, and 
done that. The electrical engineer 
from Nagpur, who served as a 
Secretary in the Ministry of Finance, 
Petroleum, and in the state of 
Maharashtra, had been hand-picked 
by G.V. Ramakrishna, sEBI's first 
functional chairman, way back in 
1992 (S.A. Dave was SEBI’s founding 
chairman, but it was during 
Ramakrishna’s stint that SEBI was 
flagged off as a statutory body). As 
a Senior Executive Director, Bhave 
was at the forefront of a slew of 
reforms. These included the intro- 
duction of turnover-based fees 
(which was predictably resisted by 
brokers). Later, he was instrumental 
in setting up a surveillance system at 
the National Stock Exchange, ban- 
ning badla (an indigenous form of 
forward trading) on the Bombay 
Stock Exchange and in writing 
several path-breaking regulations. 
From SEBI, Bhave moved on to set 
up the National Securities Deposit- 
ory Limited (NSDL), which ushered in 
electronic trading in shares. 

So is Bhave the right man, in 
the right place, at the right time? 
(Bhave declined to participate in 
this feature.) Dave believes the cur- 
rent chairman is the one who can 
build a culture within SEBI that will 
sustain it as an organisation. “At 
NSDL, he never came to the fore- 
front to take credit. He makes it a 
point to give credit to those 
responsible for completion of a 
task,” adds Dave. 

A stock market expert who is a 
member on one of the SEBI com- 
mittees, on condition of anonymity, 
says that Bhave is focussed on 
re-building SEBI as an institution. 
And he began that task on day one 
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é # When ล problem gets complex, Bhave takes a 


democratic and a solution-based approach" 
P.K. Choudhury / Vice Chairman, ICRA 





itself, by going around the office 
and meeting each employee of SEBI. 
“It was a great sense of comfort 
for officers at the junior level," says 
an officer in the investigation de- 
partment. It didn't stop there. The 
eighth floor of SEBI Bhawan in the 
Bandra Kurla Complex in suburban 
Mumbai is within easy access of 
its employees (even the disgrun- 
tled ones) as well as the outsiders. 
BT also learns that four EDs have 
been given more authority and free- 
dom. “The chairman meets the EDs 
on a weekly basis. There is a lot 
more transparency in the way in- 
structions are given or matters are 
discussed and debated,” says a SEBI 
insider. *He is known to have the 
ability to get the best out of his 
people," says Somasekhar 
Sundaresan, Partner at J. Sagar 
Associates, a law firm that advises 
the NSDL. 


A Positive Approach 

Bhave is also attempting to step 
up employee productivity. SEBI of- 
ficers have been mandated to clear 
pending applications of market 


intermediaries quickly. If there are 
any guidelines, circulars or appli- 
cations that need approval of other 
regulatory bodies such as the RBI, the 
chairman has told officers to clear 
the proposals from SEBI’s end. 
Earlier, there was a tendency among 
employees to sit on proposals and 
applications simply because 
approvals of other regulators were 
not forthcoming, says a securities 
lawyer. “We can see a positive 
approach among the officers. There 
is a sense of openness and an 
eagerness to listen to views of 
others," says Siddharth Shah, Head 
of Funds Practice at Mumbai law 
firm Nishith Desai Associates. 
Interestingly, it also appears that 
now the executive directors have 
the freedom to appear in public 
forums. After a long time, an 
Executive Director, Manas Ray, 
addressed a capital markets confer- 
ence hosted by Pricewaterhouse- 
Coopers, a management consul- 
tancy firm, in April this year. 
Along with organisational 
reforms, Bhave isn’t taking his eyes 
off the Street. He hasn’t made any 
headline-grabbing announcements, 
but that may not quite be his 
intention. Rather, removing 
operational hurdles and improv- 
ing disclosures (by mutual funds) 
could be the aim. In terms of new 
initiatives, he has provided a ‘direct 
market access’ facility to foreign 
investors and speeded up the 
reforms in the primary market. 
And more important than what 
he has to show for his efforts in 
the past four months is his keen- 
ness to turn things around, point 
out market men who've worked 
with him. *The solution-based ap- 
proach of SEBI to the various issues 
in the capital market is being re- 
flected in the various important 


KITESH SHARMA 





and key decisions taken over the 
past four months," points out S.A. 
Narayan, Managing Director, 
Kotak Securities. 

Indeed, those who have 
interacted with the SEBI Chairman 
are encouraged by his willingness 
to listen. “He brings an open mind, 
and is willing to argue and debate 
on any issue, but he needs to be 
convinced on logical grounds,” 
says Prithvi Haldea, Chairman & 
Managing Director, Prime 
Database, and member of SEBI’s 
primary market committee. Prime 
Database is a Delhi-based primary 
market research firm. Adds P.K. 
Choudhury, Vice Chairman & 
Group CEO at the credit rating 
firm, ICRA Limited: “Sometimes 
when a problem or issue becomes 
complex, there is a tendency to 
abandon it. But Bhave takes a dem- 
ocratic and a solution-based 
approach. In any meeting, all 
aspects of an issue, including the 
problems and the solutions, are 
discussed at one go.” 


The Challenges Ahead 
To be sure, the challenges for Bhave 


are many. To start with, investiga- 


to argue and debate on any issue” 





Prithvi Haldea / Chairman & Managing Director, Prime Database 


tions and surveillance is the weak- 
est link. Over the past many years, 
SEBI has done its bit to issue orders 
against apparent offenders. But its 
charges have rarely stuck, and on 
most occasions have ended up get- 
ting overturned by the Securities 
Appellate Tribunal, the authority 
that hears out appeals against the 
regulator. SEBI has also tried on nu- 
merous occasions to book compa- 
nies, brokers and fund managers 
on charges such as insider trading 
and rigging of stock prices, but it 
couldn't stand firm in the court of 
law. Legal experts point out that the 
problem arises when cases related 
to violations are handed over to 
junior officers who do not under- 
stand the seriousness of the case 
and do not understand markets. 
Another challenge for Bhave is 
to improve SEBI's response time. 
R.S. Loona, Managing Partner at 
Alliance Corporate Lawyers, and a 
former ED for legal affairs at SEBI, 





É É SEBI's solution-based approach is reflected in 


key decisions taken over the past four months" 
S.A. Narayan/ Managing Director, Kotak Securities 
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explains that better compliance can 
be ensured if the regulator opens a 
formal window whereby interme- 
diaries can seek more clarity about 
regulations and guidelines 
"Sometimes the response is 
forthcoming, as employees do not 
want to be seen as favouring 
intermediary,” he says. 

Hiring and retaining manp 
is another issue that SEBI has to 
come to terms with. Whilst it con 
tinues to hire management and 
law graduates, the experienced SEB! 
employees are easy prey for 
brokerage 
institutional investors (Fis) and lo 
cal law firms. Also, despit 
growth in the number of plavers 
such as Fils, mutual fund companies 
and brokers, SEBI continues to op 
erate with a meagre staff of 500 
odd employees; the SEC has 3,500 

Can Bhave deliver the goods 
by initiating meaningful investor 
friendly reforms? G.N. Bajpa 
former chairman of SEBI, poii 
out that Bhave is extremely 
conscious of the fact that a 
competitive market if regulations do 
not evolve continuously 
regulator will just not be able to 
keep pace. Rashesh Shah, Chief 
Executive Officer at Mumbai-based 
brokerage Edelweiss Capital. 
expects SEBI tO make incremental 
improvements in the market 
Bhave's one-time 
Ramakrishna thinks he is the righ 
man for the job and someone whi 
will deal with market participants in 
an impartial and fair manner wh 
keeping investor interest in mind 
But perhaps what will work best to 
Bhave's advantage as a person who 
has worked with him puts it, is his 
eagerness not to fight fire but to 
prevent it. Bi 
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After years of working in the sizeable shadow of Bajaj 
Auto, Rahul Bajaj's younger son Sanjiv strides out on his 
own into the high-growth world of financial services. 


ANAND ADHIKARI 


0 SAY THAT THE PAST YEAR HAS 
been one of definitive change 
for Sanjiv Bajaj would be an 
understatement. Consider: The 
38-year-old younger son of 
Rahul Bajaj who had studied mechanical 
engineering and manufacturing, headed 
straight for the shop floor of the two- 
wheeler major with the notion that he 
would be spending most of his life amidst 
scooters and motorcycles. And, till recently, 
that pretty much was how life was—as a 
Director at Bajaj Auto, Sanjiv headed the 
finance function and later took on the 
mandate of growing the international 
business. At the sprawling headquarters of 
Bajaj Auto in Akurdi in Pune, life was 
unhurried. Home was just a few metres 
away from office, the likes of Bruce 
Springsteen and Pink Floyd were constant 
companions, and time hummed along 
smoothly, pretty much like an engine on the 
best-selling motorcycle, Bajaj Pulsar. 
Then, one fine day last year life took a 
turn. À chance meeting with yoga guru 
Baba Ramdev introduced Sanjiv to the 
world of his inner body. Result? Every 
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morning he practices breathing exercises 
that help him control the bio-energy 
residing in his body. *I find much more 
energy in me at the end of the day than 
what I used to have before," beams Sanjiv. 
The lanky, one-time national-level 
basketball player has no time for the game 
now. Reason? You only end up hurting 
yourself. “It’s a rough game. You go out of 
action for days if you get hurt. As you get 
older you cannot keep going through that." 
The effect of yoga—along with visits to 
the gym—is evident. Today, Sanjiv is lean 
and trim, having shed the extra kilos he had 
gained in the recent years. 

The new phase isn't restricted just to 
Sanjiv’s lifestyle. At a professional level too, 
there have been some big changes; the 
biggest of them is a move out of the back- 
room of Bajaj Auto onto the centre stage of 
a completely different portfolio of busi- 
nesses. When Bajaj Auto was finally de- 
merged into three separate companies three 
months ago, Sanjiv took control of the fast- 
growing financial services pie (elder brother 
Rajiv runs the automobiles company). 

The transition from manufacturing to 
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ON HIS 
OWN NOW 


It's been quite a journey 
for the younger Bajaj. 






4 Sanjiv Bajaj 








“India is extremely 
under-leveraged and 


under-penetrated when 
it comes to lending, 
investment and 
protection (insurance)" 
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financial services has been remark- 
ably seamless for Sanjiv (perhaps 
helped by the fact that he was in 
charge of the finance function at 
Bajaj Auto). So, these days he's as 
comfortable and passionate talking 
about—in his familiar baritone 
voice—insurance under-penetration 
and the relative under-leverage of 
Indians as he was talking about tak- 
ing Bajaj's motorbikes into South 
East Asian markets and China a 
few years ago. “There is a huge 
opportunity at our doorstep," says 
Sanjiv. As Managing Director of 
Bajaj FinServ Limited, the holding 
company for the financial services 
business, Sanjiv sits on a cash pile of 
Rs 700 crore. *We also have the 
option to draw money from Bajaj 
Holdings & Investment or to raise 
debt in Bajaj FinServ," says Kevin 
D'sa, President at Bajaj FinServ. 

Whilst Bajaj FinServ as a stand- 
alone company (with a wind power 
business, amongst others) is making 
profits, the consolidated operation, 
including insurance, is in the red; 
Sanjiv hopes to enter the black in 
the next 2-4 years. The losses on the 
books are hardly a concern for 
Sanjiv, as his focus today is squarely 
on growth. Sanjiv's goal is simple. 
And ambitious. He wants to posi- 
tion Bajaj FinServ as a financial 
powerhouse, on the lines of an ICICI 
or an HDFC. The three pillars of 
this powerhouse are: Investment, 
Lending, and Protection. 


Plugging the Gap 

The missing link today is clearly 
Investment. Bajaj has a presence in 
lending via Bajaj Finance, which 
finances consumer durables and 
personal computers. The protec- 
tion part is taken care of via the 
life insurance and general insur- 
ance companies, both joint ven- 
tures with Allianz of Germany. 
Sanjiv now wants to plug the gap on 
the investment front. The success of 
the Bajaj-Allianz combo in mutual 
fund-styled *unit-linked insurance 
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SANJIV'S ASSEMBLY LINE 


He's got three growth 
engines, to begin with... 


Life Insurance 


2003-04 [| 180 
2004-05 MEM 857 


2005-06 ส 2,717 
20067 TS 4,270 


2007-08 
Premium amount collected in each financial year 


General Insurance 


2003-04 NN 479 

2004-05 ส 856 

2005-06 SI 1,284 

200507 TT 1.803 


2007-08 
Premium amount collected in each financial year 


Consumer Lending 


2003-04 977 

2004-05 [ส 1 46 
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Amount disbursed in each financial year 
Figures are in Rs crore 


products' has encouraged Sanjiv to 
look at asset management. He is 
talking to a few players (Allianz is 
one of them). *We are also looking 
at going it alone," reveals the 
Managing Director. Sanjiv reckons 
he can make up for the late-mover 
disadvantage with the help of two 
intrinsic strengths of the Bajaj group: 
One, the widespread distributor 
network of the insurance sub- 
sidiaries; and two, the household 
brand that is Bajaj. 

Once asset management is 
flagged off, the next logical business 
line is wealth management, says 
Sanjiv. He's also building a small 
team at Bajaj FinServ to kick-start a 
private equity operation. Sanjiv 
promises to start up many more 
businesses. “India has huge oppor- 
tunities. We will look at the next set 


of opportunities that has not 
attracted the big boys." 

If Sanjiv has spotted those new 
avenues, he obviously isn't telling. 
What he is in a mood to talk about 
are his plans to scale up the existing 
operations. In consumer loans, for 
instance, the Managing Director is 
keen to broad-base the product 
basket. It's no secret that the 20- 
year-old Bajaj Finance is too nar- 
rowly focussed on a few segments. 
Sanjiv wants Bajaj Finance to make 
it big in personal loans, loans against 
shares, lending to small & medium 
enterprises and loans against prop- 
erty. It's this itch to scale up that ex- 
plains the arrival of Rajiv Jain, who 
has had stints at GE Capital and AIG, 
at Bajaj Finance nine months ago. 
“So far we have dealt with the mass 
end of the market; now we are be- 
ginning to straddle higher income 
groups,” says Jain, CEO, Bajaj 
Finance. There are other profes- 
sionals like Deepak Reddy from 
American Express, Vivek Likhite 
(Tata Motor Finance), Anil Dhankher 
(Citi) and Devang Mody (AIG) who re- 
cently joined Bajaj Finance. 

Of the four existing companies 
(two insurance, one consumer fi- 
nance, and the holding company), 
Bajaj Finance and Bajaj FinServ are 
listed on the stock exchanges (the 
latter got listed last month). Sanjiv 
isn’t in favour of merging any of 
these companies into each other, 
and sees merit in the existing struc- 
ture. The current structure allows 
for flexibility for each of the 
companies. “We have options to 
raise capital or get a partner for all 
of them,” says Sanjiv. Today Bajaj 
Finance is well capitalised at 
Rs 1,086 crore to do more lending. 

On the protection side, the two 
seven-year-old insurance subsidiaries 
are well-placed amongst the top 
two players in their respective seg- 
ments. The life subsidiary was the 
first private sector company to show 
a profit—in 2006-07—although it 
has once again entered the red. 


The general insurance subsidiary is 
operating in a new environment of 
de-tariffing, and this calls for a few 
strategic shifts. “We are going mostly 
retail in non-life business in the 
medium term as the corporate busi- 
ness is not profitable post 
de-tariffing,” explains Ranjit Gupta, 
President (Insurance), Bajaj FinServ. 
The corporate portfolio currently 
accounts for a quarter of the non-life 
business. The competition, for its 
part, is intensifying. In the current 
fiscal, for instance, Anil Ambani’s 
general insurance subsidiary is run- 
ning neck and neck with Bajaj 
Allianz General Insurance. It didn’t 
help Bajaj’s cause when Sam Ghosh, 
who built the general and life in- 
surance business of Bajaj Allianz for 
almost six years, jumped ship to 
join Reliance Capital as CEO. Life in- 
surance, too, presents challenges, 
and they're not just competitive. 
The biggest challenge for Sanjiv is to 
maintain a good run during a slow- 
down and stock market volatility. 
A broader portfolio of financial 
services could be one way to hedge 
risks during a slowdown. Sanjiv sees 
a huge opportunity in distribution, 
especially selling third-party 
mutual funds, insurance and con- 
sumer loans. In fact, the Bajajs do 





"We are going mostly retail in non-life business in 
the medium term as the corporate business is not 


profitable post de-tariffing" 


Ranjit Gupta/ President (Insurance)/ Bajaj FinServ 





...and there are many more in the works. 
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THE HOLDING STRUCTURE 
How the Group stacks up 
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have a 50:50 Jv with Allianz for dis- 
tribution but that is restricted to 
insurance-related products. Sanjiv 
is toying with the idea of floating a 
wholly-owned distribution com- 








pany. ^It will straddle a host of 
products. We will distribute loans, 
investment and insurance, equity, 
mutual funds, commodities etc." 
says Sanjiv, who might even opt 





"So far we have dealt with the mass-end of the 
market; now we are beginning to straddle higher 
income groups" 


Rajiv Jain/ CEO/ Bajaj Finance 
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for an acquisition (not just for 
distribution but also for consumer 
lending). If Sanjiv is in a hurry to 
build a bouquet of financial services, 
that may also have something to 
do with the direction in which the 
insurance subsidiaries could be 
headed. If regulation permits Allianz 
to go up to 74 per cent in life and 
50 per cent in general, the German 
giant would want to slip into con- 
trol. Bajaj would then be relegated 
to playing second fiddle. 

By the time that happens, Sanjiv 
would like Bajaj FinServ to be a 
well-entrenched player with size 
and scale on the financial services 
landscape. With a presence in an 
assortment of sectors. And in that 
quest for operational breadth and 
depth, he doesn't rule out an entry 
into banking. “It’s not a closed sub- 
ject. At some stage, it makes sense 
for a large NBFC to convert into a 
bank,” says Sanjiv. Interestingly, an 
investment arm of the group holds 
a 3.41 per cent stake in ICICI Bank 
that’s valued at a little over 
Rs 3,000 crore. 

For the time being, all eyes are 
on every move Sanjiv makes. 
Inevitably, comparisons are made 
with elder brother Rajiv, right from 
market cap (where Sanjiv is ahead) 





“We also have the option to draw money from 
Bajaj Holdings & Investment or to raise debt in 
Bajaj FinServ" 


Kevin D'sa/ President/ Bajaj FinServ 
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GROWING IN DIFFERENT 
DIRECTIONS 
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R&D, product development & marketing 


Strengths Finance, investment & costing 

Revenues Rs 12,230 crore Rs 9,168 crore 

Profitability — (-Rs 32.7 crore) Rs 755 crore 

MarketCap Rs 8,405 crore Rs 7,306.3 crore 

Growth Life insurance subsidiaries growing Auto business has been growing 
at over 40 per cent; general insurance at around 15-20 per cent 
clocking 15-20 per cent growth 

Threat Big banks with low-cost deposits and Cut-throat competition in the 
global biggies with an array of motorcycle segment 
innovative products 

Future Business AMC Passenger Cars 


(Note : Consolidated revenues of Bajaj Finserv for March '08, which includes life and general insurance subsidiaries) 


(Market cap as on June 13, 2008) 


to style of management. “People 
will compare. I believe both busi- 
nesses have huge opportunities over 
the next 5-10 years. Which one 
does better is immaterial as long 
as both do well,” quips Sanjiv. 
Uncle Shekhar Bajaj, CMD, Bajaj 
Electricals, who is also on the board 
of Bajaj Auto, has seen both boys 


from close quarters. “Rajiv is a risk- 
taker, while Sanjiv is more conser- 
vative,” he feels. Clearly, in an un- 
certain environment (in which in- 
terest rates are rising and equities 
are under pressure) and in a highly- 
competitive scenario, Sanjiv has 
got to find that right balance of 
risk and caution. 8 





"Rajiv is a risk-taker, while Sanjiv is more 
conservative" 


Shekhar Bajaj/ CMD/ Bajaj Electricals 


CFM 
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3 | Director: Dr.Prasanna Chandra 
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Certified Financial Manager -XIII Batch 


Where Theory meets Practice 


I: 


INVESTMENT ANALYSIS AND PORTFOLIO MANAGEMENT 
TREASURY AND FOREX MANAGEMENT 
STRATEGIC FINANCIAL MANAGEMENT 
1 HIGHLIGHTS 
V/ State of the art curriculum 
v/ World class courseware 
v/ Web - learning support 


4 โช 256 


FOR WHOM | 
CAs, ICWAs, MBAs, PGDBAs, CSs, CAIIBs and students in these programmes. 
DURATION : 1 year FEES : Rs.11000 LAST DATE : JULY 31,2008 


EXAMINATIONS AND QUALIFICATION 
Twice a year . Successful candidates will be awarded the qualification CERTIFIED FINANCIAL MANAGER 


Diploma in Finance (DIF) -XI Batch 


FINANCE FOR NON-FINANCE EXECUTIVES 





CONTENTS 

æ} Accounting and Control =~ Financial Management 

HIGHLIGHTS 

v State of the art curriculum + World class courseware "v Web - learning support 
FOR WHOM 


Non-finance executives in various areas (like marketing, production, purchase, R&D, HR, and IT), 
entrepreneurs, and software professionals. 


DURATION : 6 months FEES : Rs.11000 LAST DATE :JULY 31,2008 


EXAMINATIONS AND QUALIFICATION 
Twice a year. Successful candidates will be awarded the qualification DIPLOMA IN FINANCE 


For PROSPECTUS and other details of both the programmes 
visit us at www.cfm-india.com, Email : info@cfm-india.com € 080-2659 7634,2659 5183, M-98452-32705 
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ndia businesses large and small are on a roll; they’re 

expanding existing operations, entering allied and 

unrelated business areas and going global like never 
before. An Indian company like Tata Motors recently 
bought out Jaguar Land Rover and recently unveiled a 
massive expansion plan for the company. While pharma- 
ceutical giant Ranbaxy got bought out by Japanese firm 
Daiichi Sankyo in June this year. Meanwhile, companies 
across the board, ranging from manufacturing to telecom 
and BPO to real estate are rolling out ambitious expan- 
sion plans. 


Attracted by some of this rapid expansion, some of 


the world’s best known investment agencies are making 
a beeline to invest in these fast-growing entities. While 
Indian companies may have been inward looking in the 
past, the rules of the game are changing like never before; 
conservative outfits are foraying into the global markets 
and others are entering new segments to tap into a rapidly 
emerging market. 

As companies try to keep pace with this breathtak- 
ing growth, they are quickly realizing that they need to 
hire the best and brightest managers to keep track of their 
plans. Little wonder that its not just traditional recruit- 
ers such as consultants, financial services companies and 
consumer goods firms are lining up during placement 
season; a whole new breed of firms including media, real 
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estate, retail and even microfinance and NGOs are all 
making themselves conspicuous at B-schools across the 
country. 

Little wonder then that over | lakh applicants signed 
up to try to get into some of the best management in- 
stitutes across the country and the number of colleges 
themselves went up from 639 to 953 between 1999 and 
2006 and is all set to cross the 1,000 mark soon. Unlike 
earlier, management grads are no longer asked to watch 
the action from the sidelines; today, many of them are 
pitch-forked into the heat of battle within months of sign- 
ing on the dotted line and six-figure salaries are getting 
increasingly common place as companies vie for the best 
talent in the market place. 

Besides the opportunity to work with companies at 
home, top talent is also being chased by some of the larg- 
est global companies as they seek to gain a foothold in 
the booming domestic market. Companies such as GE, 
Shell, Arcelor-Mittal, Toyota and IBM are all lining up at 
Indian B-schools, hunting for energetic, enthusiastic and 
creative talent. Having earned their spurs in the domestic 
talent, many of them are now cherry picking Indian man- 
agers to manage, revive and even expand some of their 
most critical global operations. 

With all this action afoot, this appears to be the best 
time to get enrolled fora MBA. 





Dr. K.R. Paramahamsa MBA, Ph.D 
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AMC Group Colleges 


The landmark of learning 


he First Educational In- 

stitution under AMC 
banner was established in 
1983. Later on AMC Engi- 
neering College, Advanced 
Management College, Asso- 
ciated Management College 
and AMC School were estab- 
lished. Dr. K R Paramahamsa 
is the visionary who has been 
spearheading this noble en- 
terprise under the banner of 
‘Paramahamsa Foundation 

Chaliman Trust’. With a clear focus to 

AMC Group of Institutions provide the best educational 

infrastructure and a corporate environment, the establishment 

has carved a niche for itself as a vibrant institution that facilitates 
contemporary learning and character building. 

All AMC institutions have qualified and professional aca- 
demic staff with highly motivated and premium teaching re- 
sources. The College takes pride in its academic excellence in all 
concerned arenas. The backbone of any educational endeavor is 
the faculty from whom the knowledge is imparted. The promise 





of highly qualified and competent faculty is something that AMC 
lives by. 

Placements Frequent campus interviews are conducted by 
leading corporate companies and MNCs like IBM, WIPRO, L 
& T Infotech Ltd., Tata Consultancy Services, Keane (Caritor), 
iGate, ICICI Prudential, Perot Systems, NIIT, Sonata Software. 
Accenture, TMI First, ifiex Solutions, Syntel, Openstream, Siri 
Technologies, Elvista Digital Systems, Robosoft Technologies, 
Polaris. 


City Group of Institutions 
A Nature’s Habitat of Learning 


Jayanagar Education Society was registered as an educational So- 
ciety in the year 1966 founded by a group of individuals comprising 
of scholars and renowned academicians and sponsors City School, 
City PU College, City College and City Engineering College. 

City college based in Jayanagar, South Bangalore, which is 
a lively and vibrant part of the city attracts students with a wide 
range of backgrounds, interests and age ranges. 

The Institution brings the latest technology and the best fac- 
ulty to the students. City College strongly believes that the quality 
of faculty and their commitment to excellence is the core of our 
mission. 


mc cc Vc 
International Business School 


| og Business School is one of the best B-schools 
in India. Deeply steeped in the ethos of professionalism, it 
prides in mentoring its students to become exceptional leaders 
who meet the challenges of a changing global business envi- 
ronment through creative and effective solutions. The School 
has seven vibrant campuses located at Ahmedabad. Banga- 
lore, Chandigarh, Delhi, Lucknow, Mumbai, and Pune. 

Here, we lay special emphasis on developing Management 
Skills for the upbeat “Service Industry". This is achieved by 
designing special modules and projects on the dynamic issues 
of the industry with a view to build a higher employability in- 
dex for our students. Interaction with the industry is promoted 
through the medium of Guest Lectures, Seminars, Executive 
Development Programs, Mentorship and Live Projects. 

The School recognizes the importance of a high Life 
Skills Quotient (LSQ) in the success-stories of a large number 
of leaders and corporate personalities, and endeavors to incul- 
cate the qualities of Sincerity, Dedication, Team Sprit, Com- 
munication, Goal-setting, and Constant Learning amongst all 
its students. 


Programs Offered 

* MBA (Industry Integrated) 
* MBA 

* Executive MBA 


* PGPPE 


Infrastructure 

The infrastructure at all the campuses of the School is world. 
class, and comparable to the best in the academic world. The 
state-of-the-art facilities include: 

* Modern Classrooms 

* An exhaustive Library 

* Seminar Halls 

* A multicuisine Cafeteria 

* Recreation Rooms 

* Separate boys and girls Hostels. 


Highlights 

* Wi-Fi Campuses 

* Academic Delivery by Industry Experts and Eminent Acad- 
emicians 

* International Exposure through Foreign Guest Lectures 

* Interactive Classroom Learning 

* Continuous Mentoring for Entrepreneurial Skill Development 
* Practical Training & Industry Visits 

* Add on Certificate in Life Skills 

* Student Exchange Program with Foreign Universities 

* Placements in Top MNCs and Allied Organizations 

* Free Uniform Blazers, Laptop and Study Materia! 


Executive Vice President, 
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NIIT Imperia 
Centre for Advanced Learning 


IIT Imperia Centre of Advanced 

Learning, has been specially cre- 
ated to provide quality management 
education and customized learning 
solutions for organizations and work- 
ing professionals. 

Today's professionals need to con- 
tinuously build their domain-specific 
and managerial credentials to perform 
better at work and move up the growth 
curve. To help meet these needs, NIIT 
7 Imperia offers Executrve Manage- 
ment Programs from IIM Ahmeda- 
bad, IIM Calcutta, IIM Indore, IIFT 
New Delhi and IMT Ghaziabad, the 
most prestigious institutions in the 
country. These programs, delivered at convenient timings and 
locations, are designed keeping in mind the constraints faced 
by working executives in order to balance between the hectic 
professional assignments and study to equip them with better 
knowledge, sharper skills and deeper insights needed to take 
on bigger challenges. 

NIIT Imperia offers long-term Executive Management 





Mr. Udai Singh 


Head, NIIT Imperia 


Programs (4 month to 12 months) in the areas of General 
Management, Business Strategy, Sales & Marketing, Finance, 
International Business, Human Resource Management, Re- 
tail, Business Communication and Entrepreneurship. Also 
on offer are specialized Management Development Programs 
(typically 3 days to 10 days) and Customized Programs spe- 
cially created to meet the needs of corporate organizations. 

The programs designed and taught by the institutions di- 
rectly leads to certification by them. 

At the core of NIIT Imperia's educational delivery meth- 
odology is state-of-the-art Synchronous Learning technology. 
Students attend classes conducted by institute-faculty and de- 
livered using the Synchronous Learning platform. Dedicat- 
ed broadband two-way audio-video is used to create remote 
classrooms that are linked LIVE to teachers in the institutions. 
The technology permits full features of face-to-face teaching: 
from a raised-hand-seeking-teacher's-attention, to tabulation 
of responses to quizzes randomly created by the teacher. 

The teaching-learning methodology emphasizes peer-to- 
peer collaboration among students — projects and case-dis- 
cussions among students within a centre or across different 
centers.. Individual assignments and presentations are other 
components of the methodology. 





Professionalism, personality, placements........ 
Galgotias ensure all 


e Galgotias Educational Institutes, which includes Galgotias 
College of Engineering and Technology, Galgotias Institute 
of Management and Technology and Galgotias Business School, 
are the realization of the vision of Chairman Mr. Suneel Galgotia 
and have today carved out their own identity and occupy a place 
of pride amongst educational institutes in India. The Institutes’ 
spirit can be encapsulated as an uncompromising commitment to 
quality and excellence in everything, be it teaching systems or 
placements. 

The sprawling state-of-the-art residential campus located on 
the eight lane expressway connecting Greater Noida with Noida 
and Delhi offers a serene yet stimulating academic ambience. 
GBS is committed to providing its students with the best pro- 
fessional career prospects. The emphasis is on equipping young 
professionals with analytical decision making, technical and con- 
ceptual skills. The course curriculum includes contemporary and 
industry relevant subjects and is supplemented with vigorous in- 
dustry interface. This helps GBS to remain in step with corporate 
requirements of B School graduate profiles. Industry profession- 
als whet the curriculum and are actively involved in conferences, 
seminars, guest lectures that are an integral feature of the learn- 
ing process. The brand custodian of Galgotias Business School is 
its highly qualified faculty which ensures a steady supply to the 


society and the corporate world of well trained professionals and 
world class leaders.The highly interactive teaching pedalogy sure 
gives Galgotias’ the edge over others. Innovation and creativity 
are developed in the students through the case study approach, ex- 
periential exercises, project work and business games. The Online 
Training and Teaching program endeavours to synergize theoreti- 
cal knowledge and practical skills. 

The remarkable placement record of the institute is an indica- 
tion of the faith the corporate world has in educational Institutes 
of Galgotias. The Career Planning and Development Division 
(CPDD) and the Placement Cell start the grooming process of 
the students from the day they enter. The Industry interface and 
MOU signed with Infosys Technologies, GCL Technologies Ltd, 
Honeywell Automation India Ltd, have facilitated industry visits 
and hands-on exposure to the corporate world aspirants. 

HCL Comnet, Mahindra & Mahindra, L & T Infotech, Moth- 
erson Techno Tools, Wipro Infotech, NEC System,are a few 
companies who come back year after year to recruit the young 
Galgotians. GEI has recently bagged the prestigious TCS accredi- 
tation coming out with flying colours in the rigorous evaluation 
process. 

With the above attributes the GBS students are trained to take 
on the world and carve out their niche in the corporate world. 
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Architecting Achievers 
Journeying towards destination excellence 


| comme Management 
nstitute (IMI) is India's 
first corporate sponsored B- 
school, with a board compris- 
ing who is who from industry, 
government and academia led 
by Shri R P Goenka. IMI of- 
fers 4 long term programs: 

* PGDM 

* PGDM (HR) 

* Executive PGDM 

* PGDM (Part time) 

* PhD Program. 

IMI has 40 full time faculty and about 4000 alumni. IMIs 
alumni are occupying leadership positions in Government (in In- 
dia and abroad), industry and academia and several of them have 
proved themselves to be successful entrepreneurs. 

IMI has earned a niche for consulting in the areas of survey 
research, business plan preparation and in organizational design 
and restructuring. 

It conducted studies on transformation in several leading pub- 
lic and private sector Enterprises. 

It has intensive engagement in custom-made executive educa- 








tion with select leading clients in hotel, retail, engineering, con- 
sulting, FMCG and defence sectors. IMIs cutting edge programs 
include Global Leadership Program and Board Interviews. Over 
half its participants in Board interviews have made it to the Board 
level in several public enterprises. 


IMI faculty works closely with several national chambers of 


commerce, employer organizations and international organiza- 
tions in the UN system. Several of its faculty is actively engaged 
in research influencing policy at macro and micro levels. IMI 
conducts several studies to evaluate the effectiveness of several 
programs. IMI specializes in benchmarking best practices and as- 
sists SCOPE and other organizations in identifying excellence at 
individual, organizational level. 

A relatively less known fact about IMI is that over the past 25 
years IMI faculty led at least 25 B-schools as deans and directors. 
Several of them have chosen to come back to teaching at [MI 

Located in south Delhi, IMI's integrated modern campus is 
conducive to all round development of students. ^n amphitheatre 
is the nodal point of campus life around which the academic block, 
residence and recreational facilities are located. The centrally air- 
conditioned academic complex consists of spacious lecture halls, 
a computer centre, a conference room, an auditorium, the library. 
and faculty chambers as well as administrative offices 


Few Indian B-Schools will join 
Global Ivy-league by 2012 


irla Institute of Management Technology (BIMTECH ), 

Greater Noida belonging to B.K. Birla Group, has been one of 
the fastest growing private Sector B-Schools of India. Director, Dr 
H Chaturvedi shares his vision and future goals for the institute. 
* Only 23% or so MBAs are employable by the corporate 
sector according to Meritrack Survey. What should be done 
to improve this dismal quality scenario of management edu- 
cation in India? 
The main reason for poor employability of Indian MBAs is the 
poor linkages between the industry and B-Schools. Both the in- 
dustry and B-Schools have not paid sufficient attention on it. Let 
industry bodies like CII, FICCI, ASSOCHAM and regulations 
like AICTE and UGC should form a national forum for this pur- 
pose. The message should go that producing good quality MBAs 
are the joing responsibility of both industry and B-Schools. 
* Prime Minister Dr Manmohan Singh has talked about in- 
clusive growth in various forums including ISB, Hyderabad. 
Do you think management education in India is serving needs 
of those people who are at the bottom of the pyramid? 
It is not only in the business education but also the complete high- 
er education not recognizing the need of managing of inclusive 
growth. There have been some recent trend both in industry and 
business education whch are encouraging and supporting to the 
inclusive growth in the economy. 


* Do you think sectoral MBAs have any future in India? 
Yes, I think future lies in the domain knowledge specialization 
Our economy is growing very fast and de- 
mands specific skills and knowledge set on 
the functional and leadership positions. The 
core functional performance and understand- 
ing of insurance, retail, biotechnology etc. can 
not be immediately expected from a generic 
degree in management. We at BIMTECH, 
could frame and develop both at Master's 
level and became first in the country to start 
post-graduate programmes in insurance and 
retailing. The tourism, media, entertainment, 
aviation, NGO, real estate etc. are few more 
very promising sectors which will demand a 
very specific professional requirements. 

*  BIMTECH has been one of the fastest growing Private 
Sector B-School in India. What is propelling this spectacular 
growth of your institute? 

Our entry to the sectoral programmes, continuous improvements 
in the quality of infrastructure and academia every year, increas- 
ing faculty strength and providing faculty a free and developing 
environment has put us giving high returns of growth. BIM TECH 
had more appetite for growth and scope too 


Dr H. Chaturvedi 


wrest tor 
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Rai Business School 
Creating Industry Ready Professionals 


From the Director’s Desk 

Rai Business School, ranked amongst the 
top B-schools in India by CSR-GHRDC 
Survey'07, is a trusted and influential 
management education institution that 
supports the growth of business in the 
country at different levels by providing 
knowledge and managerial competencies 
in both business and non-business areas. 
With seven campuses located in New Del- 
hi, Faridabad, Bhopal, Hyderabad, Ban- 
galore, Raipur, Chennai and a few which 
are coming up across India, Rai Business 
School envisions to create industry ready professionals 
and nurture creativity and innovation by encouraging its 
members to follow the road less traveled. To achieve its 
objectives, the School has a passionate and enthusiastic 
workforce, a student-centric academic approach, outstand- 
ing academic infrastructure, and many other features that 
no one else in the business provides students with. 





Nymph Kaul 
Executive Director 


In the highly globalized world, it has become a Herculean 
task for B-schools to provide globally recruitable human re- 
source. However, Rai Business School has remained success- 
ful in its endeavors over the years. It lets no stone unturned in 
helping its graduates get high paying jobs with organizations 
both in India and abroad. 


Programs Offered at Rai Business School 

Rai Business School provides students with an outstanding 
management education based on stimulating programs and 
hands-on experiential learning, taught from an international 
perspective. Rai Business School offers an array of MBA pro- 
grams with dual specialization in Human Resource, Finance, 
Marketing, International Business, Information Technology, 
Retail Management, etc. 


3-Years, Under Graduate Programs offered are as follows: 
* BBA (Industry Integrated) 

* BBA 

* Graduate Program in Planning & Entrepreneurship (GPPE) 


2-Years, Post Graduate Programs offered are as follows: 

* MBA (Industry Integrated) 

* MBA 

* Post Graduate Program in Planning & Entrepreneurship 
(PGPPE) 

* MBA (Industry Integrated) + PGP in Global Entrepreneur- 
ship & Innovation from EMI, Switzerland 


Programs for Working Executives are as follows: 
* |-Year, Executive Program in Management 
* Years, Executive MBA Program 


Why Should Rai Business School be Your First Choice? 
Passion for providing the best in management education sets 
Rai Business School apart from other B-schools. The energy 
and vigor, with which Rai Business School moves ahead and 
nurtures the future leaders, make the difference. Moreover, 
there are other things as well that make Rai Business School 
the first choice not only for students but also for employers: 


Rai Global Spark Series 

Through Rai Global Spark Series, Rai Business School pro- 
vides students with personal interface with the internationally 
acclaimed professors, entrepreneurs, and executives. 


Student Exchange Program 

Student Exchange Programs help promote the global learn- 
ing process. To gain wider exposure, students at Rai Business 
School are facilitated for transfer to foreign universities in the 
US and the UK. 


Academic Association with Foreign Universities 
Rai Business School maps its courses with universities worldwide 
to give the students equivalent credit in foreign universities. 


Industry Internship 

Rai Business School has three internship modules for post- 
graduate students unlike other B-schools, which have two in- 
ternships. It offers hands-on industrial experience to students 
in all emerging industries. Internship programs hone their 
skills for different job functions in different industries. 


Life Skills 

For the overall personality development of students, Rai Busi- 
ness School imbibes Life Skills, which hone a sterling charac- 
ter, replete with qualities like commitment, hard work, ability 
to communicate, sincerity and team spirit. 


Awe Inspiring Academic Infrastructure 

Rai Business School has awe-inspiring infrastructure for 
outstanding academic delivery. Its centrally air-conditioned 
campuses equipped with state-of-the-art instructional aids, 
LCD projection systems and public address system enhance 
the academic delivery. The school has well stacked libraries 
with a wide collection of books and journals. The hostels are 
a home away from home. It is fully furnished, with plenty of 
storage space, power backup and 24-hour security. 
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Are You Saving Enough? 


When it comes to building your nest egg, how much is enough? Here's what 
you should know about saving at different stages of your life. RISHI JOSHI 


HETHER YOU HAVE ALREADY 
started saving or are about 
to begin, one thing’s for 
sure: to keep pace with 
the escalating cost of liv- 
ing, individuals must keep monitoring 
their savings pace and fine-tune that habit. 
The key to a successful retirement lies in 
three areas: the rate of your savings, the 
returns they generate, and the cost of 
living. Of the three, the latter two are 
market dependent and fluctuate according 
to the economic environment. These are 
the two areas where none of us has a say. 
But one area where you do have a firm 
handle on is your savings rate. 
A comfortable retired life, these days, 
hinges on the savings rate as the market sit- 
uation is constantly changing. It’s 
the only way you can determine 
whether you will have enough to last 
your lifetime. Consider this, at an inflation 
rate of 6 per cent, a 30-year-old executive 
requires Rs 13,039 per month to fund a 
comfortable retirement (see All in the 
Numbers). But if we assume an inflation 
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ALL IN THE NUMBERS 


How much you need to save per month if you are starting now. 


WHEN YOU ARE 30 WHEN YOU ARE 40 WHEN YOU ARE 50 
Years to Retirement 30 Years to Retirement 20 Years to Retirement 10 














TARGET RETURNS TARGET RETURNS BELA TARGET RETURNS 
RETIREMENT CORPUS ERCENAEWLUK] RETIREMENT CORPUS ILCWIIEWPA RETIREMENT CORPUS 1,38,97,593 
YOU NEED TO SAVE EREL] YOU NEED TO SAVE MW YOU NEED TO SAVE 65,923 


Assumes monthly expenses of Rs 50,000; inflation rate at 6 per cant; returns from equity and debt at 14 and 7 per cent respectively; and a post-retirement life span of 25 years 
All figures in Rs Source: Client Associates 
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SET THE TARGET 


How much you need to save per month at different stages of your life. 


WHEN YOU ARE SINGLE 
AGE 

YOUR MONTHLY EXPENSES 
YEARS TO RETIREMENT 






12.3% P.A. 
2,98,23,336 


TARGET RETURNS 
RETIREMENT CORPUS 
YOU NEED TO SAVE 


4,336 





. YOUR MONTHLY EXPENSES 


WHEN YOU ARE MARRIED 
AGE 








YEARS TO RETIREMENT 


Equity Exposure 


11.9% P.A. 
4,45,71,463 


TARGET RETURNS 
RETIREMENT CORPUS 
YOU NEED TO SAVE 


13,039 













YOUR MONTHLY EXPENSES 
YEARS TO RETIREMENT 


Equity Exposure 





RETIREMENT CORPUS 
YOU NEED TO SAVE 





Assumes inflation rate at 6 per cent; returns from equity and debt at 14 and 7 per cent, respectively; and a post-retirement life span of 25 years 


All figures in Rs 


rate of 8 per cent, then individuals 
have to increase their savings amount 
by nearly 50 per cent to Rs 19,071. 
The fast pace of life for today's 
middle-aged executives leaves little 
time for retirement planning. Not 
many are covered by the govern- 
ment-sponsored pension schemes. 
Salaried people have a basic provi- 
dent fund but are otherwise left to 
fend for themselves. If you factor in 
the increasing life expectancy, then 
your retirement dynamics change 
further. But individuals still have to 
prepare for at least 25 years of 
retirement. Says Swapnil Pawar, 
Park Financial Advisors: *Plan for a 
retired life at least till the age of 85, 
if not more. Assuming a retirement 
age of 60 or 65, this is a good 20-25 
years that has to be planned for." 


The Strategy 


It's not that difficult to have a com- 
fortable retired life. It all boils down 
to how you begin your journey. It 
depends on factors like the standard 
of living one wants to maintain af- 
ter retirement, expenses one will in- 
cur then, medical costs, the effect of 
inflation and age of your 
retirement. Even if you have be- 
gun late, you might be able to man- 
age your retirement comfortably. 


Source: Client Associates 


Says Viraj Ghatlia, Head, Financial 
Planning and Wealth Advisory, ASK 
Wealth Advisors: “At the very least, 
investors can start saving 10-15 
years prior to retirement." But the 
earlier you begin, the easier it is 
on your pocket, and the better your 
chances of riding out the ups and 
downs of the economy and the 
market. Time is the key to creating 
the targeted corpus. Says Hemant 
Rustagi, CEO, Wiseinvest Advisors: 
"Look at it another way, for every 
10 years you delay before starting 
to save for retirement, you will 
need to save three times as much 
each month to catch up. Simply 
put, the sooner you begin saving, 
the better." 

You need to factor in inflation as 
well. If your current expenditure 
is Rs 1 lakh annually, then at an 
inflation rate of 5 per cent, your 
expenditure at the time of retire- 
ment will increase to over 
Rs 4.35 lakh per annum to maintain 
your current standard of living. A 
higher inflation rate will result in 
increased post-retirement expen- 
diture. So, if one plans to save just 
Rs 1 lakh for retirement, he may fall 
short of the ideal target amount. 

There's no denying the fact that 
people who start late have to save 


more. As our chart demonstrates, 
those who start saving in their fifties 
need to save almost five times the 
amount per month than those who 
start in their early thirties. In fact, 
you also have to factor in the dif- 
ferent stages of your life. For 
instance, people who are married 
with children have to save more 
than those who are single. 

When it comes to investing your 
savings, experts say you should keep 
it simple. Says Surya Bhatia, Asset 
Managers Private Wealth 
Management: “Divide your invest- 
ments in to two asset classes—debt 
and equity. Within these two asset 
classes, you can earmark the time 
horizons of when you want the 
money to flow in." Factor in the 
average returns of both these asset 
classes to arrive at a target return. 
For our calculations, we have as- 
sumed that debt will give a return of 
around 7 per cent per annum. But 
there are many instruments whose 
rates are marginally above this like 
the public provident fund, post office 
instruments and fixed maturity plans. 

When you are investing in 
equity, plan for the long term. 
Systematic investment plans or siPs, 
which encourage regular monthly 
savings, are perhaps the easiest way 
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UP IN SMOKE 


How much it costs to spend on vices? 


A PACK 

A DAY 

Cost per day 90 
pense £6,290 


HAD YOU INVESTED IN 


20.7 lakh 


"PPF @ 8% 
14% 093.11 lakh 
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*Corpus after a period of 30 years 
Source: BT Research 


of accumulating wealth with a long- 
term view. This will also reduce 
the risk of equity holding. Financial 
advisors say that individuals should 
hold a large chunk of their corpus in 
large caps and a lower proportion in 
mid- and small-caps. Says Bhatia: “A 
few investors may want to go active 
in equity trading. While you can 
go ahead, it is preferable to set up a 
limit within which you will trade. 
This will create your own stop-loss 
mechanism.” 


Pace Your Innings 

Given the investment options avail- 
able, the key then is to decide what 
proportion of your income you 
should set aside to maintain your 
present lifestyle after retirement. 
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ANY OF US ARE AWARE OF THE COST 
M of daily living. Few of us have, 
perhaps, done the math on some of 
our favourite vices: alcohol and ciga- 
rettes. Some of us may have even 


"included these costs in our daily budg- 


ets. But when you consider the cost of 
these habits, the amount you spend on 
these delights could instead help you 
reduce your retirement corpus 
considerably. 

Consider this, a packet of ciga- 
rettes cost approximately Rs 50, which 
amounts to around Rs 18,250 per 
annum. If the same is invested in the 
Public Provident Fund account for 30 
years at an interest rate of 8 per cent, 
it tantamounts to burning Rs 20.7 
lakh up in smoke. 

If you have two beers a day, your 
bar bill amounts to approximately 
Rs 250, plus some tips, which 
amounts to Rs 91,250 per annum. 
The amount can easily finance an 
annual weekly holiday for two in South- 
East Asia. Yet, if you stash away that 
amount for your retirement in the safer 
tax-free PPF at 8 per cent per 
annum, your corpus can easily 
increase by over Rs 1 crore. 


Broadly, investors need to save a 
certain percentage of their annual 
income and invest in instruments 
that have the potential to give the 
desired results over different time 
horizons. For different age groups, 
the rules of the game change. 

The opening overs: Age 25 to 40. 
Depending on the age, 15 to 25 
per cent of the annual income 
should be saved. For example, a 
25-year-old should save around 
15 per cent. Says Rustagi: 
*Equities and equity funds should 
dominate the portfolio in this age 
group and make up 70 to 80 per 
cent of investments. To balance 
out the portfolio, one should rely 
on other tax-efficient investments 
such as PF, PPF and debt and debt- 


oriented mutual funds." 

The middle overs: Age 41 to 50. 
Around 25 to 35 per cent of the 
annual income should be saved. As 
the time horizon to retirement is 
still long enough, equity and equity 
funds should continue to be a crucial 
part of the portfolio—around 50 
per cent or more. The balance can 
be invested in tax-efficient instru- 
ments providing steady returns. 
The slog overs: Age 51 to 60. At 
this stage, the time horizon before 
retirement is shrinking, therefore, 
one should consider taking a 
conservative approach. The aim 
should be to save almost half of 
the annual income. Says Rustagi: 
"However, it is important to 
remember that it may only be a 
few years before one retires. 
Therefore, the key is to maintain à 
portfolio that will continue to grow 
for many years after one retires. 
Equity should still be a part of the 
portfolio, though in a more 
moderate percentage." 

You can fine-tune your savings 
habit to suit your risk profile and 
style. Direct your savings to an 
investment plan. And don't shy 
away from equities. Says Ghatlia: 
“What is ideally required in 
order to create the nest egg is an 
investment strategy that focusses 
on building a large corpus. This is 
possible only when the asset allo- 
cation and the investment plan is 
overweight towards equity-related 
instruments." In fact, a 2 per cent 
difference in returns per annum 
in your investments can alter the 
corpus that will vest on retirement 
by over 40 per cent over a horizon 
of around 20 years. 

Monitor your investments, and 
increase and decrease your savings 
rate according to where your targets 
have reached. Says Ghatlia: “The 
savings target must ensure a regular 
stream of income, and it should 
have enough for medical emergen- 
cies. Yet, it must also allow once-a- 
year vacations to exotic locations." 
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In Debt We Trust 








Liquid funds are emerging as a new category to 
park your short-term money in. CLIFFORD ALVARES 


FTER COPING WITH THE 
stock market's bumpy ride 
for the last six months, 
investors have turned cautious and 
are shying away from the bourses. 
Foreign investors and high net 
worth individuals are waiting for a 
clear trend to emerge. For now, 
they prefer to stay in cash. 
Domestic mutual funds, too, have 
increased their cash levels to 
around 20 per cent recently. 
Perhaps you, too, have been fol- 
lowing their footsteps and are sit- 
ting on cash. But even in this 
volatile market, you can make 
your money work for you rather 
than let it idle away. You can reap 
the benefits of being invested in 
safer options and draw decent 
returns through an innovative cat- 
egory of mutual funds: the Liquid 
Plus Funds. 
This category was launched only 


HOW THEY FARED? 


Liquid funds have generated good returns for their investors. 
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last year after the tax rules that gov- 
ern such type of funds were 
changed. But within a short span, 
the aggregate corpus of Liquid Plus 
Funds has surpassed the corpus of 
their country cousins, the standard 
Vanilla Liquid Funds. In fact, liquid 
funds used to be a popular choice 
with companies and high net worth 
individuals who wanted to invest 
surplus cash for a few days. 
Says Sameer Kamdar, National 
Head, Mutual Funds, Mata 
Securities: “Liquid Plus Funds are 
becoming popular and you can see 
that from the higher asset base of 
these funds." Even the number of 
funds operating in this category has 
increased from about 15 last year to 
about 28 at present. 


The Nick of Time 


For investors, there's no better time 
to invest in this category than now. 
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Source: Valueresearchonline.com 


Returns in per cent 


For one, the Reserve Bank of 
India's tight monetary measures 
are squeezing the liquidity in the 
economy. Says K. Ramkumar, 
Head of Fixed Income, Sundaram 
BNP Paribas Mutual Fund: *The 
RBI has resorted to a combination of 
measures to reduce the liquidity in 
the economy. And this directly af- 
fects the performance of liquid 
funds." Market observers also feel 
that the liquidity tightening meas- 
ures will continue for now. Says 
Kamdar: *Liquid funds give higher 
returns when the liquidity in the 
economy is reducing." Both the 
Vanilla Liquid Funds and Liquid 
Plus Funds thrive in such an at- 
mosphere, as they invest in very 
short-term debt of 1-2 weeks to 
overnight paper. 

Liquid Plus Funds invest in the 
overnight call money market and in 
short-term debt with tenures of a 
few weeks up to a year. And it's 
due to this broader investment land- 
scape that liquid funds are able to 
give marginally better returns than 
the normal liquid funds. 

Besides, the Liquid Plus Funds 
also enjoy the tax advantage of a 
normal bond fund. Last year, the 
Income Tax Act increased the 
dividend distribution tax on stan- 
dard Liquid Funds to 28.33 per 
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AMONG THE TOP 


In the debt fund universe, Liquid Plus Funds, 
as a category, did well last year. 
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Figures in per cent of 1 year returns as on June 13, 2008 
Source: Valueresearchonline.com 


BETTER THAN THE OTHER 


The Liquid Plus Fund category 


scores over the ordinary liquid fund. 





Rate of DDT* (%) 
Amount Invested (Rs) 
Yield (%) 

Yearly Earnings (Rs) 
Tax Liability (Rs) 
Post-tax Return (Rs) 
Post-tax Yield (%) 9.36 
Wustrative example  *Drvidend Distribution Tax 


THE RISK MATRIX 


The risk-reward ratio of Liquid Plus 
Funds is in favour of the investor. 






High High — High 

T Medium Medium — Low 
E low Low Low 
Medium Low Low 


Actual nsk may vary 


cent (including surcharge). But 
the Liquid Plus category enjoys a 
lower 14.16 per cent dividend 
distribution tax rate as it is 
considered a bond fund. As a re- 
sult, an investor's post-tax yield 
from a Liquid Plus Fund is far su- 
perior to that of a Liquid Fund 
(see Better Than the Other). Even 








“Liquid Plus Funds are more popular 
and you can see that from the higher 
asset base of these funds” 


Sameer Kamdar, 
National Head, Mutual Funds. Mata Securities 


better, investors have a relatively 
safer portfolio as these funds 
invest in debt paper with very 
short maturity tenures, where the 
default risk tends to get mitigated 
in a big way. 


Get the Horizon Right 


But Liquid Plus Funds carry a 
slightly higher risk. The average 
maturity of the portfolio of a 
Liquid Plus Fund is higher than a 
normal liquid fund. Last year, the 
difference in returns between the 
top and the bottom performer 
stood at about 108 basis points, 
which is a variation of about 13-15 
per cent, suggesting that these 
funds have their own portfolio 
composition risk. Therefore, a 
sudden blip in liquidity or a change 
in the interest rate could affect 
their performance over a one- or 
two-week period. But over 25 days 
to a month, these funds perform 
better. Says Ramkumar: “There’s 
more risk in the Liquid Plus 
Fund category. Therefore, look at 
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"The RBI has taken measures to reduce 
n in the economy. And this directly 
affects the funds' performance 


K. Ramkumar, 
Head of Fixed Income, Sundaram BNP Paribas MF 


this category with an investment 
horizon of at least a month." 
In fact, Liquid Plus Funds also 
charge an exit load of around 
10 basis points if investors exit the 
fund within one week or 10 days. 
This discourages investors 
from moving out of the fund. 
Standard Liquid Funds don't 
charge a load. 

But the returns from the Liquid 
Plus funds more than make up for 
the load factor. Last year, the cat- 
egory returned an average of 8.23 
per cent. This year, given the mar- 
ket conditions, th: 
should be better. For retail 
investors, if vou don't need the 
money over a short duration, say, 
1-2 months, then, reckons Kamdar, 
the liquid fund categorv offers a 
potent product. In fact, vou can 
even transfer excess cash in vour 
savings bank account, which vields 
only 3.5 per cent, to Liquid Plus 
funds. It will comfortably double 
your returns with hardly any 
increase in the risk. 
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From Bitter to Sweet 





A healthy dose of pharma stocks in your portfolio can be a good 
defensive strategy in this volatile market. E KUMAR SHARMA 


N JUNE 11, THE PROMOTERS 

of India's premier drug 

maker Ranbaxy handed 
over effective control to Datichi 
Sankyo, a Japanese pharmaceutical 
giant. The deal, which brings 
together a generics powerhouse and 
a pharmaceutical innovator, is 
expected to spur the interest of 
global drug majors in Indian pharma 
companies. But, more importantly 
for the investor, it is set to bring 
back in focus the potential of the 
sector and its stocks. 

After languishing in 2007, the 
pharma sector has bounced back 
recently and even outperformed 
the broader market (see Tbe Line of 
Defence). Analysts see pharma 
stocks as a defensive sector in this 
market, and with good reason. 
Says Alok Gupta, Executive Vice 
President & Country Head (Life 
Sciences & Technology), YES Bank: 
“The cash flows of pharma com- 
panies and their growth prospects 
look robust. This is because a num- 
ber of companies are getting into 
niche market opportunities in the 
R&D services, CRAMS (Contract 
Research and Manufacturing 
Services) or healthcare services 
spaces." Besides, the sector's 
fortunes are not necessarily linked 
to the highs and lows of the econ- 
omy—demand will remain strong 
as long as people fall ill. 

Indian pharma companies have 
adopted a whole range of strate- 
gies, including niche focus, alliances 
for product development and 
entry into new geographies, to get 
new customers. They are doing what 
it takes to grow the business, mitigate 
the risks and enhance speed-to-mar- 
ket. The differentiation strategy 1s 
also being put to play in the Us mar- 
ket, which has become highly com- 
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moditised. As Dr Reddy's Laborato- 
ries Vice Chairman and CEO G.V. 
Prasad recently told BT: “In every 
commodity market there are value 
plays and it depends on how smart a 
company is (to tap this)." 

Key Indian players like 
Ranbaxy, Dr Reddy's and Sun 
Pharma are persistently trying to 
tap the growing opportunities in 
generics. Patents on drugs with an 
estimated market of $40 billion 
(Rs 1.72 lakh crore) are set to 
expire in 2008 and 2009. When 


The Line of Defence 


Pharma stocks are rising steadily 
despite a weak market. 





June 11, '07 
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Index values rebased to 100 to show relative performance 
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the generics market for these opens 
up, this will translate into an 
opportunity of $2-3 billion (Rs 
8.600-12,900 crore). Therefore, 
companies have been fine-tuning 
their strategies and some have 
focussed on only those products 
that have a smaller value but lower 
competition as it is more lucrative 
to operate in markets with only 
one or two players. 

Then, while the global generics 
market is still evolving, the growth 
prospects in India and other emerg- 
ing markets remain bright. YES 
Bank's Gupta expects the domestic 
pharmaceutical market to grow at 
between 10 per cent and 11 per 
cent annually over the next 10 
years, compared to the 9.5 per cent 
growth per annum the Rs 30,000 
crore industry has been recording 
over the past five years. The key 
drivers here will be branded for- 
mulations and healthcare services. 

Analysts have been closely track- 
ing top pharmaceutical companies 
like Sun Pharma, Ranbaxy, Cipla, 
Glenmark and Dr Reddy's. Although 
Dr Reddy's has posted a decline in its 
profits in the just-concluded financial 
year, analysts intend to closely watch 
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A FEW SWEET PILLS 


Pharma stocks are rising steadily despite a weak market. 
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the company as the management 
expects it to bounce back in 2008-09 
and register a 25 per cent growth in 
sales (in rupee terms) along with 
"substantial improvement" in prof- 
itability. The turnaround is expected 
from the third quarter of 2008-09, 
when it begins to exclusively dis- 
tribute an authorised generic ver- 
sion of Sumatriptan Succinate tablets, 
the generic version of Glaxo- 
SmithKlines's Imitrex (R) tablets 
used for treatment of acute migraine. 
Imitrex recorded sales of $962. mil- 
lion (Rs 4,137 crore) in calendar 
year 2007. 

Glenmark Pharmaceuticals: This 
fast-growing pharma company plans 
to establish 4-5 distribution front- 
ends in western European markets 
over the next three to five years 
either through acquisitions or by 
opening outlets to market its prod- 
ucts directly. It also plans to 
develop niche generic products via 
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alliances with European Union com- 
panies. The company has main- 
tained a strong earnings momen- 
tum. Its reorganisation, which in- 
cludes segregation of its generics 
business from its specialty and pro- 
prietary drugs business, is expected 
to unlock huge value. It has divided 
itself into two main businesses of 
specialty and proprietary drugs 
under Glenmark Pharmaceuticals 
and generics under a wholly-owned 
subsidiary, Glenmark Generics. The 
company's goal is to become a global 
end-to-end specialty player in the 
former, and a globally integrated 
generics and API leader in the latter. 
Ranbaxy Laboratories: Following 
the deal with Daiichi Sankyo, 
Ranbaxy Laboratories will 
strengthen its balance sheet and 
clear its debts, which is a huge 
positive for the company. It also 
stands to gain from the enhance- 
ments that are now likely in its 


1,476.65 
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drug discovery pipeline. Also, 
Ranbaxy now gets a good platform 
for entry into the lucrative Japanese 
generics market. Then, its Api and 
formulations businesses could ben- 
efit from the supplies that it may 
now have to make to meet Daiichi- 
Sankyo's global needs. 

Sun Pharma: Sun Pharma has been 
in the news for its ongoing tussle 
with Taro, following the latter's 
move to terminate the merger 
agreement between the two. But 
away from the arclights, the com- 
pany has been maintaining a stable 
momentum in its core business. In 
its guidance for the next year, it 
says it expects its non-Us business to 
grow 18-20 per cent. In the us, 
it expects 25 per cent growth. 
The company has a comprehen- 
sive range of products, a mix of 
high volume and complex 
products, which bodes well for 
the future. 
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STARFUP ST 


Entries to the TiE-Canaan Entrepreneurial Challeng 
picked eight interesting start-ups for the final round. Ta 


EING A START-UP IS NOT EASY—ESPECIALLY IF YOU 

are vying for a spot on the annual TiE-Canaan 
Entrepreneurial Challenge. This year, more than 

140 submissions poured in and after days of close 
scrutiny by the Canaan team and an eminent jury, 
eight finalists were shortlisted for the final round. All the 
eight finalists will be mentored by TiE-ENP 
(Entrepreneurship Nurturing Program) to refine their 
business plans for the presentation to the jury in Delhi on 
July 5. Three winners will be selected based on their po- 
tential to scale up, and become leaders in their categories. 
At least one finalist will be invited to join the 
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ftware 
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E: 


OMPANIES BIG AND SMALL INVEST IN MULTIPLE II 
de to try and improve the efficiency of their 
processes and hopefully help them grow their busi- 
nesses. Most of this software usually performs a specific 
role that it is designed for. But Mumbai-based iKen 
Solutions says its software products make existing soft- 
ware smarter and improve returns on IT investments. 
*Our customers don't need to buy standalone solu- 
tions to get smarter with their software. We can build 
this capability using our products," says Rajendra M. 
Sonar, founder of iKen and an Assistant Professor at IIT 
Bombay, who founded the firm with entrepreneur 
Siddarth Goel and PhD scholar Manish Godse. There's 
clearly a meeting of the minds there. 
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Microsoft Startup Accelerator Program where the 
young firm will get access to, and guidance and support 
on the Microsoft Platform as well as market develop- 
ment support from the software giant. In addition, a 
representative from each of the winning teams will be 
invited to attend, for free, a course at the Centre for 
Executive Education at the Indian School of Business. 

While a majority of the 140 applicants were in 
the broad area of enterprise software, the jury zeroed 
in on a mix of companies for its final selection, both in 
terms of the start-ups’ business and the background of 
the entrepreneurs behind these firms. 
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ctor Hunter 





HERE ARE LITERALLY HUNDREDS OF DOCTORS AND 


dozens of hospitals in Bangalore, but if you're new 
to India’s rr Capital, you'll probably be lost if you need 
to judge the competence of your neighbourhood doctor 
or the specialty clinic some blocks away. "There is 
very little transparency on the data available for health- 
care providers," says Dr Abhilash Thirupathy, a dentist 
by training who co-founded HealthcareMagic.com 
with Kunal Sinha a second-time entrepreneur. The 
portal, according to Thirupathy, is India's first portal and 
call centre to provide medical advice and 
referral in real time. Doctors chat with patients online 
and provide initial medical advice. The patients are 
also referred to a specialist if needed. 
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MorningResearch.com 
UST AS GOOGLE HAS BECOME SYN- 


onymous with web search, 
GoodMorningResearch.com 
hopes to become synonymous 
with people trawling the web for 
an assortment of research reports 
and other investor data. “We want to enable users to our site to 
tag specific rows or columns in an excel spreadsheet so that 
analysts can easily locate these reports or presentations,” says 
Arun Bhatnagar, co-founder of GoodMorningResearch.com. 
The start-up plans to compete with established names such as 
Reuters-Thomson and Bloomberg, and is banking on proprietary 
technology (it has applied for three patents for its solutions) for 
that. It’s a tall order, but, on the web, miracles do happen. 







vaa Software 
cure Storage 
1 UP DATA FOR DISASTER 
recovery is great, but there's 
a problem: it's expensive and 
time consuming. Druvaa 
Software, a company founded 
by a bunch of former executives 
from storage firm Veritas, has 
devised a distributed data dupli- 
cation technology called 
SendUnique. “This technology 
cuts down on duplicate enterprise data across the network and 
only saves a single copy of important information, which dra- 
matically increases the speed of back-up and recovery," says 
Jaspreet Singh, founder of Druvaa. 





nni Systems 
all Wonder 

N 15 YEARS, PRASHANT LOHIA 

has gone from consulting for 
SMES to developing software for 
them, especially for the textiles 
and retail sectors. “Our software 
is ideal for small enterprises, 
which have a limited budget and 
can't spend many months on an 
expensive and slow implemen- 
tation," says Lohia. According to him, his software, Ginesys, is 
an integrated ERP system that covers point of sales (POS), pro- 
curement, inventory, store management, distribution, plan- 
ning, accounts, production and customer loyalty. Impressively 
enough, he has already done 1,000 installations. 














r 


ipee com 
oney Manager 


ECENTLY, ANUJ GUPTA WAS TRYIN( 

to build a (Microsoft) Excel spread 
sheet to track his father’s multiple 
investments and ended up developing 
1 1rupees.com with his irr Delhi class- 
mate Kapil Bharati, who worked with 
Sapient. "I live in the us where thes 
tools are easy to get, but there was no 
such thing in India," explains Gupta, a 
former McKinsey consultant 
l1rupees.com plans to offer (initially) 
free tracking of personal finance assets 
and build its user base before focussing 
on revenue generation. 







ogile 
obile Money 
M; COMPANIES BUILDING APPLICA- 
tions for the booming mobile 
phone and services market tend to 
focus their energies on the fast-growing 
consumer market. Not Infogile. 
"Companies are constantly looking for 
new areas of revenue and the 
mobile is one of them," says Rajat 
Harlaka, a co-founder of Infogile 
Already, Infogile enables 2,500-plus 
retailers across 11 states to sell pre 
paid coupons and collect bill payments 
of all mobile operators. Harlaka is now 
eyeing at several new services. 





uitas | 
g Money, Small Place 
E ARE THE ONLY MFI TO PROVIDI 
X A two-year loan tenure instead 
of one and we have also introduced a 
fortnightly repayment module based 


on customer feedback," savs 
Vasudevan P.N., founder of Equitas 
Microfinance. He is hardlv resting 
on his laurels, and has plans t 
increase Equitas's customer bas« 


10-fold from 45,000 at present and 
aggregate customer consumption 1n 
areas such as health, education and 
groceries to get better deals for his 
customers. 
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TRAINEE SALARIES 


Reali 





Checks In 


Pay packets are looking more rational. But FMCG, telecom and diversified 
firms are still doling out handsome salaries to trainees, reveals the quarterly 
BT-Omam Consultants survey. SAUMYA BHATTACHARYA & MANU KAUSHIK 


S THE SALARY DREAM 

run over? The an- 

swer to this ques- 
tion is as diverse as the 
sectors of the econ- 
omy. The subdued eco- 
nomic sentiment has 
impacted trainee 
salaries. Pay packets 
are, by and large, sta- 
bilising for manage- 
ment trainees. How- 
ever, given the talent 
crunch in some sectors 
and the fact that tal- 
ented resources come 
at a price, salaries at 
the trainee level will 
continue to grow in 
those sectors. Also, 
employers across sec- 
tors don't plan to slow 
down recruiting. 

In a nutshell, salary 
increases will slow 
down, but there will 
still be jobs aplenty. 
Compensation experts 
and HR heads indicate 
that the negative sentiment in the 
economy will prompt companies 
to offer 5-10 per cent increases 
in trainee-level salaries, on average, 
compared to 15-20 per cent till 
as recently as 5-6 months ago. 

The Fifth Quarterly 8r-Omam 
Consultants Survey of Trainee 
Salaries, which covers both 
Graduate Engineer Trainees (GETs) 
and Management Trainees (MTs), 
across a range of 16 industries 





and 110 companies, reveals that 
the going is still good in sectors 
like FMCG, telecom and automo- 
biles, among others. For GETs, the 
FMCG sector emerges on top in 
average total cost to company, 
followed by the automobiles, 
diversified, telecom, durables and 
financial services sectors. The 
lowest paying sectors, according to 
the survey, are textiles, pharma, 
engineering and real estate. 


The picture is not 
very different for MTs. 
FMCG, telecom, diver- 
sified and IT companies 
are among the leaders 
in terms of average 
total cost to company. 
The surprise package 
is retail, which clocks 
in at #3 on the list of 
highest MT salaries. The 
lowest average salaries 
are in sectors such as 
ITES/ BPO, engineering, 
real estate, pharma and 
textiles. 

Says E. Balaji, CEO, 
Ma Foi Management 
Consultants: “The 
subdued economic sen- 
timent will have an 
across-the-board im- 
pact. So, we are likely 
to see a stabilisation of 
salaries at the level of 
trainees.” But trainee- 
level salaries, the sur- 
vey points out, go up 
40-90 per cent on con- 
firmation—both for GETs and MTs. 


Raises Lose Fizz 

IT has to remain among the most 
preferred sectors both for man- 
agement as well as engineering 
trainees. The survey indicates that 
the IT sector offers among the best 
pay-packets on confirmation (See 
Average TCC: Industry Compar- 
ision). It has other attractions as 
well. “Not only does the sector 








Companies on an average will offer 5 per cent to 10 per 
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provide entry-level profession- 
als the opportunity of working 
in locations across the globe, 
it also offers a ‘stunning’ work 
environment," says Pratik 
Kumar, Corporate Vice 
President (HR), Wipro. Pay 
increases (as opposed to pack- 
ets) for trainees, however, are 
far from being the best. *Over 
the last year, salaries for GETs 
and MTs have gone up margin- 
ally. Over the next one year, 
IT companies are increasingly 
going to adopt a cautious ap- 
proach when rolling out offers 
to freshers. Consequently, there 
may be only a slight increase 
in the salaries offered to fresh- 
ers, compared to current lev- 
els," he points out. 

Adds Tim Huiting, Vice 
President (HR), Convergys: 
"Salaries for fresh graduate 
trainees, which were going up 
15 per cent year-on-year over 
the past few years, may not rise 
at the same rate. There is a 
sense in the ITES/ BPO sector that 
if we keep raising salaries every 
year, the cost-benefits of out- 
sourcing will start disappear- 
ing. This may lead to out- 
sourcing moving to other, 
cheaper locations elsewhere in 
the world.” 

The sector is already grap- 
pling with the impact of the us 
slowdown and the fluctuating 
rupee-dollar rate. In times such 
as this, companies will natu- 
rally lay greater emphasis on 
increasing resource utilisations 
and enhancing productivity. 
Consequently, there will be a 
slowdown in salary hikes, he 
adds. The ITEs/ BPO sector is at 
the bottom-rung of MT salaries, 
the BT-Omam survey points out. 

In the cement industry, 
salaries at the level of freshers 


Graduate Engineer Trainee 


Average TCC*: Industry 


; 1,74,945 
Textiles 2,45,730 
i 1,90,179 
Pharmaceuticals 2.92.305 
i 97, 
Engineering 137 403 


249,621 






Comparison 


Real Estate/ 2,06,682 
Construction 3,03,037 
93 2,38,498 
Core 3,80,209 









2,53,500 
2,63,110 
2,64,371 
2,70,924 
2,74,667 


2,83,333 


4,60,557 

















3,37,012 


3,34,015 


4,49 229 
4,2249] 


4,76,667 


3,06,992 


3,99,185 


3,37,272 


421,217 
4,23,699 





FMCG p 5,60,572 
© On Joining I On Confirmation Figures in Rs per Annum 
*TCC: Total Cost to Company 
induistrywise P tile Positioni 
GETs: On Joining 


25 percentile 











are largely determined by the 
demand and supply of talent. In 
the case of engineering gradu- 
ates, the supply is far in excess 
of demand. This has resulted in 
a stagnation in their salary lev- 
els over the last one year—a 
massive turnaround from the 
scenario five years ago when 
salaries of fresh engineering 
graduates in the cement indus- 
try were growing at a com- 
pounded annual growth rate 
(CAGR) of about 15 per cent. 
"The reason for this stagna- 
tion is a glut of engineering 
graduates passing out of col- 
leges across India," says 
Meenakshi Narain, vr (HR), 
Ambuja Cements. 

The glut of engineering 
graduates in the market has 
landed cement companies in a 
sweet spot. Says Narain: “We 
are easily getting engineers will- 
ing to relocate to remote 
areas where our plants are 
located. They don't mind as it 
gives them hands-on experi- 
ence of working in large plants, 
and this gives them good career 
growth opportunities." 

Also, several large cement 
companies are in the midst of 
large expansion programmes. 
Working on these projects 
offers trainee engineers a 
tremendous learning experience. 

The stagnation in salary lev- 
els may, however, soon be a 
thing of the past. Over the next 
two-to-three years, the industry 
may see salaries for the fresh 
engineers go up 10 per cent 
year-on-year, say compensa- 
tion watchers. 

Though the survey indicates 
that the retail sector is among 
the better paymasters for man- 
agement trainees, Pantaloon 
Retail says the scenario is not 


— cent hikes over the previous year in trainee salaries 


JULY 15 2008 BUSINESS TODAY 163 


Jobs Today 





so cheerful. “ไท the retail sec- 
tor, entry-level salaries have 
been almost stagnant over the 
past year mainly because of 
the balanced demand-supply 
equation. I see salaries 
remaining at these levels over 
the next one year as well," 
says Sanjay Jog, Head (HR), 
Pantaloon Retail. The com- 
pany hires MBAs from second- 
and third-rung institutes and 
trains them for six months on 
the nuances of the retail 
industry. 

This sunrise sector operates 
on wafer-thin margins; so, 
affordability is a key issue gov- 
erning salaries in the retail 
space—even when companies 
visit B-school campuses to 
recruit talent. Then, issues such 
as high attrition rates and talent 
retention are at the top of the 
agenda for most HR managers. 
*Despite high attrition rates, 
salaries in the retail sector will, 
in all likelihood, level out," 
adds Balaji. 

[n contrast to our survey 
findings, BFSI industry execu- 
tives say the subprime crisis 
in the us and the general 
slowdown have hit the sector 
particularly hard. As a result, 
almost every player in this 
sector has frozen trainee-level 
hirings. *It's tough to be à 
trainee in BFSI right now," says 
an HR head. 


Volumes Stay Healthy 

The manufacturing sector 
brings happy tidings for 
trainees. Faced with a mas- 
sive talent crunch, it has little 
choice but to pay relatively 
higher salaries to attract talent. 
“We aren't competing on 
salaries with FMCG and IT 
companies, but we will offer 
competitive salaries compared 
to other manufacturing com- 
panies,” says Nishikant Ingle, 
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General Manager (HR), 
Kirloskar Brothers, adding: 
“The salaries that we offer 
freshers now stand at around 
80-85 percentile across the 
entire manufacturing space. 
We'll increase that to 90 per- 
centile in the near future." 

Incidentally, manufactur- 
ing companies prefer GETS to 
young lateral hires because 
they come at lower salaries. 
“Though training the GET 
involves a cost, the person is a 
better fit when he's trained 
internally," says Vishal 
Chhiber, Head, HR, Kelly 
Services in India. Adds Ingle: 
“While recruiting manage- 
ment trainees, we generally 
don’t go to the top B-schools 
as the salaries offered by top 
consultancies and FMCG com- 
panies are much higher than 
what we can offer. But there is 
surely a special charm of 
working in manufacturing 
companies.” 

Typically, engineering 
trainees are involved in 
designing, quality assurance, 
and production control—is- 
sues that one does not learn 
anything about at consultancy 
firms. “In companies such as 
ours, these people get to learn 
hardcore engineering skills. 
And the exposure and career 
growth in the manufacturing 
sector is quite different from 
that in other sectors,” he adds. 

The chemicals industry is 
at the middle rung of MT and 
GET salaries, according to the 
BT-Omam survey, is also hit 
by the talent crunch. Says 
B.R.D. Krishnamoorthy, 
President (HR), Gujarat Heavy 
Chemicals (GHCL): “The prob- 
lem with the chemicals 
industry is that it can’t pay 
salaries that are similar to 
those offered by rr and tele- 
com companies; hence, it is 
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COMPANY 1 COMPANY 1 
MTJOINING 15,000 16,500 3750 2522 0 MTJOINING — 6000 6992 100 1009 0 
MT-CONF. 18600 21360 3750 3,127 0 MT-CONF. 7200 6389 1200 2312 900 
GET-JOINING 10,000 10667 2500 1681 0 GETJOINING 4800 — 5593 800 NT 6 
GET-CONF. 12400 13,827 2,500 2084 0 GET-CONF. 5600 4769 933 1798 900 
sme COMPANY 2 
เพ Tis 1o s 1 583 - MT-JOINING — 10,000 13,800 0 1,681 0 
๑ 2 ' i ' f F | i 17 | 
GETJOINING 9,000 10,320 0 153 0 — 9 50 Er 2 : ว ee 
GET-CONF. — 11200 12,959 0 1,883 0 — € 313 1,129 
l | ; i GET-CONF. 7,000 10,400 2208 2,227 1,578 
COMPANY 3 
MT-JOINING — 11,700 15,500 0 197 0 ERU cow 
MT-CONF. 14,600 — 19,404 0 2.454 0 437.500 MT-JOINING 9,400 6,670 2,663 1,580 520 
GETJOINING 11,700 — 15,500 0 1,967 0 Eb MT-CONF. 13200 — 7,508 3740 4199 520 
GET-CONF. 14,600 — 19404 0 2454 0 0 SETIOINING § 3800 2298 1,077 639 520 
' | GET-CONF. 6800 3,590 1,926 2163 520 
COMPANY 4 
MT-JOINING 16,900 17,759 0 2,841 0 EEUU COMPANY 
MT-CONF. 21,100 — 22,228 0 3547 0 Kk  M'/ONNG § 10,000 25837 700 1,681 1,800 
GET-JOINING 12,200 12,833 0 201! 0 KP MT-CONF. 12000 29,521 700 2,017 1,800 
GET-CONF. 15300 15,982 0 252 0 GET-JOINING — 5,000 — 8,366 700 841 1,104 
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COMPANY 5 

MT-JOINING — 12476 18,260 8317 3969 0 
MT-CONF. 16,072 23054 10715 5113 0 
GET-JOINING 12,476 18,260 8317 3969 0 
GET-CONF. 16,072 23,054 10715 5113 0 





COMPANY 6 
MT-JOINING 13,700 17,330 0 2303 0 
MT-CONF. — 17100 21,692 0 2875 0 
GETJOINING — 10,300 — 12,969 0 1731 0 
GET-CONF. 12900 16,182 0 2168 0 
COMPANY 5 COMPANY 7 
MTJOINING 15,800 19,044 0 2,656 0 MT-JOINING 8,200 19,588 0 1378 0 
MT-CONF. 19700 — 23,863 0 3312 0 MI-CONF. — 10300 à— 24427 0 1731 0 
GETJOINING 10,500 — 12,735 0 176 0 GETJOINING — 7,000 à 16,823 0 117 90 
GET-CONF. — 13200 15831 0 2219 0 GET-CONF. 8800 — 20,97 0 149 0 
COMPANY 6 COMPANY 8 
MTJOINING 18,000 20,641 0 3026 0 บ MTJONING 21,300 213924 0 676 0 
MT-CONF. — 22400 25,918 0 3,765 0 [Rema MT-CONF. 26,600 27,439 0 8461 0 
GET-JOINING — 14400 16,513 0 2,421 0 EXON GET-JOINING 14,200 14,616 0 4517 0 
GET-CONF. 18,000 20,641 0 3,026 0 EXON GET-CONF. 17,800 18,204 0 5662 0 
COMPANY 7 COMPANY 9 
MT-JOINING — 20,500 — 26,054 0 3446 0 BA MT-JOINING — 14400 16513 0 2421 0 
MT-CONF. 25,700 32,480 0 4,320 0 ERU MT-CONF. —— 18,000 20.641 0 3026 0 
GET-JOINING 17,100 21,692 0 2,875 0 00,000 GET-JOINING 9,000 10,320 0 1513 0 
GET-CONF. — 21,400 — 27,086 0 3597 0 ZS  GET-CONF. — 1122000 — 12,959 0 1,883 0 
- COMPANY 10 
MT-JOINING 8,800 — 12,637 0 149 0 MTJOINING — 10100 11,536 0 168 0 
MT-CONF. 10900 — 15914 0 1,832 0 Ü ท ร ะ อ 6 12600 14.449 0 2118 0 
GET-JOINING 8,800 12,637 0 1,479 0 โช ด GET-JOINING 6,900 7.940 0 1160 0 
GET-CONF. 10900 15,914 0 1,832 0 EXE GET-CONF. 8,600 9 954 0 146 0 


All figures in Rs 

Component A: Basic Salary. Component B: Benefits & Reimbursement, 
Component C: Performance Pay; Component D: Retiral Benefits; i.e., Provident Fund, Superannuation & Gratuity 
Component E: Valued Perquisites 
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GET-JOINING 
GET-CONF. 


COMPANY 2 
MT-JOINING 


MT-CONF. 
GET-JOINING 
GET-CONF. 


COMPANY 3 
MT-JOINING 
MT-CONF. _ 
GET-JOINING 
GET-CONF. 


COMPANY 4 
MT-JOINING 
MT-CONF. 
GET-JOINING 
GET-CONF. 


COMPANY 5 
MT-JOINING 
MT-CONF. 
GET-JOINING 
GET-CONF. 


COMPANY 6 
MT-JOINING 
MT-CONF. 
GET-JOINING 
GET-CONF. 
COMPANY 7 
MT-JOINING 
MT-CONF. _ 
GET-JOINING 
GET-CONF. 


All figures in Rs 











9,800 22,083 0 317 0 
12300 — 27,537 0 3913 0 
6800 15,204 0 2168 0 
8500 19,004 0 2704 0 
15000 4,500 0 2522 0 
13300 — 11913 399 4231 0 
8000 2,567 0 135 0 
11400 1343 3,420 3626 0 
16,667 4167 0 0 0 
10000 12133 1667 1,681 0 
16667 4167 0 0 0 
10000 12,133 1,667 1,681 0 
19,300 16,078 2,16 6,139 2.000 
31,500 — 27,700 3,780 10,020 2.000 
14000 — 11200 1,680 4,453 2.000 
28,000 — 24400 3,360 8,907 2.000 
15000 — 7479 0 252 0 
17,500 — 9000 2100 292 0 
12000 — 59833 0 207 0 
19000 9,600 2,280 3194 0 
1800 0 0 © ø 
13,200 12,648 1,100 2219 0 
11,000 0 0 0 0 
11,300 10859 941 1900 0 
1000 0 0 0 0 
7400 7,333 1,356 1,244 1,000 
10000 Oo 0 0 OQ 
6000 7,333 1100 1,009 1,000 
16500 — 27390 3300 274 42 
20,000 — 32,857 4000 3,362 29) 
9,00 — 12060 1,860 1,563 4 
10,150 — 15186 2,030 1,706 292 





Component A: Basic Salary. Component B: Benefits & Reimbursements, 
Component C: Performance Pay; Component D: Retiral Benefits; i.e., Provident Fund, Superannuation & Gratuity 
Component E: Valued Perquisites 





420,000 
5 25 000 


| 2.90,000 


3,62,500 


2,64,258 
401,205 
1,42,938 


Í 382.576 


2,50,008 
3,05,772 
2,50,008 
3,05,772 


5,50,000 


โพ ทา 


4 00,000 
8 00,000 


300,000 
3, 78,501 
2,40,000 
4,08,887 


2,16,000 
3,50,000 
1,32,000 
3,00,000 


1,20,000 
2,20,000 
1,20,000 
1,97,296 


6,00,064 


7,26,124 


2,97,900 
3,52,365 




















COMPANY 8 

MT-JOINING 14,583 12,633 0 2,451 200 
MT-CONF. 20,833 12,465 4167 3,502 700 
GETJOINNG 9,000 7,920 0 1513 0 
GET-CONF. 14,583 12132 0 2451 0 
COMPANY 9 

MT-JOINING — 11,500 — 9,67 1,80 1,933 500 
MT-CONF. 20,800 15,667 2,496 3496 500 
GET-JOINING — 10,800 — 9,000 1,296 1,815 500 
GET-CONF. 12,900 10,400 1,548 2,168 500 
COMPANY 10 

MT-JOINING — 11,700 19,667 0 1,967 0 
MT-CONF. 14,600 24,612 0 2454 0 
GET-JOINING 8,800 — 14721 0 149 0 
GET-CONF. — 11,000 18,401 0 189 0 
DIVERSIFIED 

COMPANY 1 

MTJONING — 8,800 30217 9750 1,479 1,0080 
MT-CONF. 9,680 36877 9750 1,627 1,008 
GET-JOINING — 20,000 0 0 0 0 
GET-CONF. 6,400 17,305 6,600 1,076 223 
COMPANY 2 

MTJOINNG 18500 0 4167 3110 750 
MT-CONF. — 4000 17725 16974 2126 750 
GETJOINING — 16,000 0 347 2690 
GET-CONF. 3000 16075 6139 159 0 
COMPANY 3 

MT-JOINING — 11,200 13,584 0 1883 0 
MT-CONF. 13,500 14881 1,350 2269 0 
GETJOINING — 8800 10554 0 147 0 
GET-CONF. 10,500 11,685 1,050 1,765 0 
COMPANY 4 

MT-JOINING 12,500 35,399 0 2101 0 
MT-CON. — 14600 39,089 2,190 2454 0 
GET-JOINING 10,500 29,402 0 1765 0 
GET-CONF. 12,500 33524 1,875 2,101 0 
COMPANY 5 

MTJOINING — 15,000 19,479 0 2,522 500 
MT-CONF. — 21700 21375 6944 3,648 500 
GET-JOINING — 10000 — 12819 0 1,681 500 
GET-CONF. 15,000 18,229 3750 2,522 500 
COMPANY 6 

MrJONING — 8800 A 11319 7568 1479 0 
MI-CONF. 10,000 12,052 8,600 1,681 1,000 
GET-JOINING 6,300 8056 5,418 1059 0 
GET-CONF. 7500 8,789 6,450 1,261 1,000 
COMPANY 7 

MT-JOINING 16,100 27,027 0 2706 0 
MT-CONF. 20,100 33813 0 3379 0 
GET-JOINING 11,700 19,667 0 1967 0 
GET-CONF. — 14600 24,612 0 2454 0 











358.418 
500.000 
2,21,195 


350.000 


| 2.97,358 


5,15,510 
2,80,938 
2 30,198 


4 00.000 
5,00,000 
3,00,000 
3,75,000 


61,5051 
7.07.309 


3,79,246 


2,690 0 2 65.939 


3,20,000 
3,84 000 
ว 50 000 


2 Ag y \ 
$00. 000 


6,00,000 
7,00,000 
5,00,000 
6,00,000 


450,000 
650,000 
300,000 
4 80,006 


$50,000 
400 000 
2.50,000 


3 00.000 


5,50,000 
6,387,500 
4 00,000 
5,00,000 




















MONTHLY 





















R | Jb 2 50 


2,00,000 


7*7 AAA 
3/ UL 







9,352 500 KUL 








COMPANY 8 

MTJOINING — 26900 13578 17500 4522 0 
MT-CONF. 33 600 17002 21875 5648 0 
GET-JOINING — 9000 — 10320 0 1513 0 
GET-CONF. — 11200 12,959 0 188 0 
DURABLES 

COMPANY ! 

MT-JOINING 14000 14997 3250 4,453 800 
MT-CONF. — 15750 — 17377 3250 5010 800 
GETJOINING — 6000 — 8258 — 500 1909 0 
GET-CONF. 8000 8705 500 254 0 
COMPANY 2 

MTJOINING — 29400 — 21,535 5,880 

MT-CONF. 35,200 24063 7,040 11,97 2,500 
GETJOINING 11,000 7,801 2,200 3,499 500 
GET-CONF. — 15400 9,783 3,080 4899 2,500 












































COMPANY 3 

MT-JOINING — 30000 à 31,624 0 503 0 
MT-CONF. 36,000 27,148 10800 6052 0 
GETJOINING 18800 19,706 0 3160 0 
GET-CONF. 32300 24247 9,690 5,430 0 
COMPANY 4 

MTJONING 15,000 0 0 0 
MT-CONF. —— 13400 15671 0 428 
GETJOINING 14000 0 0 

GET-CONF. 10,000 11819 0 3,181 
COMPANY 5 

MT-JOINING — 10000 2,965 4,687 3,181 
MT-CONF. — 15800 — 8037 6,137 5026 
GETJOINING 6,650 7,385 3850 2,115 
GET-CONF. — 13200 6,281 5,487 4,199 
COMPANY 6 

MT-JOINING 10,000 — 10,652 1,667 1,681 1 
MT-CONF. 13,400 9947 6233 2253 3333 
GET-JOINING 8,000 8322 1,333 1,345 1,000 
GET-CONF. 12,000 8883 5,600 2,017 1,500 
ENGINEERING 

COMPANY 1 

MIJONING — 2650 4532 0 445 975 
MT:CONF. — 3300 5679 0 555 | 
GETJOINING 2,650 — 4532 0 445 
GET-CONF. 3,300 — 5,679 0 555 





3,60 


À p Al 
2,40, 
000 









o0 


100 





Component A: Basic Salary. — A —Á € 
Component C: Performance Pay; Component D: Retira! Benefits; ie., Provident Fund, Superannuation & Gratuity 
Component E: Valued Perquisites 


















































| ---= MONTHLY 
COMPANY2 

MT-JOINING — 7200 8197 936 
MT-CONF. 12,500 12,07 1625 
GETJOINING 5,500 6285 715 
GET-CONF. 8,100 7,819 1053 
COMPANY 3 

MT-JOINING — 4320 4,624 0 
MT-CONF. 4680 7,652 0 
GET-JOINING — 3600 383 0 
GET-CONF. 3,900 6410 0 
COMPANY4 

MT-JOINING 10,500 — 7,667 0 
MT-CONF. 11,550 9505 0 
GET-JOINING 6,500 7,025 700 
GET-CONF. 7,150 8561 700 
COMPANY 5 

MT-JOINING 6,000 16000 3992 
MT-CONF. 6800 19416 3,99 
GET-JOINING — 5,50 15875 3992 
GET-CONF. 6,500 16250 3991 
COMPANY 6 

MIJOINNG — 11700 11405 — 2340 
MT-CONF. — 15000 14729 3000 
GET-JOINING — 10000 — 9819 2,000 
GET-CONF. 13,400 12,991 2,680 
COMPANY 7 

MTJOINNG 15,000 19,229 0 
MT-CONF. — 17,500 22,558 0 
GET-JOINING — 10,000 — 12,569 0 
GET-CONF. — 11700 14750 0 
COMPANY 8 

MT-JOINING — 10500 11068 0 
MT-CONF. 15,000 13,112 1,950 
GET-JOINING — 4500 4744 0 
GET-CONF. 7,500 5831 1325 
COMPANY 9 

MT-JOINING 6,300 — 5751! 1,890 
MT-CONF. 9500 11,053 2,850 
GETJONNG — 5300 — 4719 — 1,590 
GET-CONF. 8,000 9,089 2,400 
COMPANY 10 

MT-JOINING — 6,500 7,766 4,500 
MT-CONF. 7,280 10,488 4,500 
GET-JOINING — 4000 5,467 4,500 
GET-CONF. — 4520 7,524 4500 
COMPANY 11 

MT-JOINING — 16,000 0 0 
MT-CONF. 6,250 13750 1,042 
GETJONING 15,000 0 0 
GET-CONF. —— 5250 12784 1,833 
COMPANY 12 

MT-JOINING — 12000 — 9749 2,900 
MT-CONF. — 16900 12601 5,58 
GET-OINING — 5200 — 13,363 — 2,900 
GET-CONF. — 11,600 8,602 3535 





๐ ๐ ๐ ๐ 2 


0 0 
701 — 0 
6 By 
3822 0 
1,288 300 
1395 300 
1,073 300 - 
1163 300 
3255 
3581 
1,040 
1,144 
1,009 2,000 | 
1,143 2,000 
967 2,000 
1,093 2,000 
322 0 
472 0 
3180 0 
4263 0 
2522 750 
2942 750 
1681 750 
1967 750 
1765 0 
2522 750 E 
— 76 0 
1261 750 
1059 0 
1597 0 
891 0 
1345 0 
2068 0 
2316 0 
1272 0 
148 0 
0 0 
101 0 
0 0 
83 0 
2007 0 
28M 0 
84 Q0 
1950 0 





AMIT KUMAR 





[อ ร 1 ๑ ส ล ฯ 








TRAINEE SALARY SURVEY 2008 





COMPANY 13 
MT-JOINING 
MT-CONF. 
GET-JOINING 
GET-CONF. 


COMPANY 1 


MT-JOINING 
MT-CONF. 
GET-JOINING 
GET-CONF. 


COMPANY 2 
MT-JOINING 
MT-CONF. 
GET-JOINING 
GET-CONF. 
COMPANY 3 


MT-JOINING 
MT-CONF. 


GET-JOINING 


GET-CONF. 


COMPANY 1 


MT-JOINING — 


MT-CONF. - 
GET-JOINING 
GET-CONF. 


COMPANY 2 
MT-JOINING 


MON 
GET-JOINING 
GET-CONF. 


COMPANY 3 
MT-JOINING 
MT-CONF. 
GET-JOINING 
GET-CONF. 


COMPANY 4 
MT-JOINING 
MT-CONF. 


GET-JOINING 


GET-CONF. 


15,000 
18,000 


15,000 


18,000 





21,665 
23,754 
13,071 
15,453 


13,160 
15,347 
10,473 


13792 


10,312 
26,280 


7,910 
18,722 


29,500 
21,290 
20,659 
16,500 


10,849 
13,895 
10,849 
13,895 


17,907 
22,688 


12,626 
17,407 


15,319 
17,312 
4,340 
6,410 





All figures in Rs 
Component A: Basic Salary. Component B: Benefits & Reimbursements; 

C: Performance Pay; Component D: Retira! Benefits; i.e., Provident Fund, Superannuation & Gratuity 
Component E: Valued Perquisites 


coo coc Oo 


๑๐ ๐ ๑ ๐ ๐ ๐ 


16,667 
0 
12,500 


10,417 
10,417 
10,417 
10,417 


5,260 
6,760 
3,760 
5,260 


11,500 
16,167 
4,000 
6,775 


๐ ๑ ๐ ๑ ๐ ๐ 


3,340 
3,944 
1,527 
1,654 


1,967 
2,353 
1,580 
2,135 


2,522 
6,304 
1,900 
4421 


3,934 
5,043 
2,807 
3,934 


4,135 
4,772 
4,135 
4772 


8,366 
10,752 
5,980 
8,366 


3,648 
4,488 
1,126 
1,748 


๐ ๐ ๑ ๐ ๐ ๑ 


1.500 


2.000 
1,500 
2,000 


1,750 
1,750 
1,750 
1750 














































440.975 
4 96.097 
2,3271 
2,67,686 


3,50,000 
4 20.000 
2,80,000 
3,80,000 


4 00,000 
10,00,000 
3,00,000 
7,00,000 


7,00,000 
9 00,000 
5 00 000 
7 00,000 


4 81,817 
5.50,000 
481,812 
5 50,000 


7.00,000 
900,000 
§,00,000 

700000 


54.167 
8 00 000 








COMPANY 5 
MT-JOINING 
MT-CONF. 
GET-JOINING 
GET-CONF. 


COMPANY 6 
MT-JOINING 
MT-CONF. 
GET-JOINING 
GET-CONF. 





COMPANY ! 
MT-JOINING 
MT-CONF. 
GET-JOINING 
GET-CONF. 


COMPANY 2 
MT-JOINING 
MT-CONF. 
GET-JOINING 
GET-CONF. 


COMPANY 3 
MT-JOINING 
MT-CONf. 
GET-JOINING 
GET-CONF. 


COMPANY 4 
MT-JOINING 
MT-CONF. 
GET-JOINING 
GET-CONF. 


14,900 
17,900 
12,900 
15,900 


34,100 
42,600 
21,500 
26,900 


20,000 


15,100 





ITES-BPO 


COMPANY 1 
MT-JOINING 
MT-CONF. 
GET-JOINING 
GET-CONF. 


COMPANY 2 
MT-JOINING 
MT-CONF. 
GET-JOINING 
GET-CONF. 


COMPANY 3 
MT-JOINING 
MT-CONF. 


GET-JOINING _ 


GET-CONF. 


11,700 
14,000 

9,400 
12,700 


15,000 
20,000 

9,000 
11,200 


25,000 
15,000 
NA. 
N.A. 





COMPANY 1 
MT-JOINING 
MT-CONF. 
GET-JOINING 
GET-CONF. 


11,000 
18,400 

5,500 
12,900 


MONTHLY 


4,615 
8,844 
4,050 
7,700 


23,501 
29,406 
24,886 
31,078 


0 
14,583 
0 
17,415 


0 
19,633 
13,676 


23,181 


26617 


8237 


| 9414 


13,160 
15,347 
10,473 
13,792 


0 
10,000 
10,320 
12,959 


0 
13,083 


9,600 


. 15,907 


4,800 
11,107 


2,980 
3,580 
2,580 
3,180 


15,833 
19,792 
0 
0 


10,500 
0 


10,500 


5,833 
6,708 
2,083 
2,396 


4,400 


7,360 


2,200 
5.160 


oo co ๐ 


๐ ๐ ๐ ๐ 


3,00,000 
4,00,000 
2,60, 382 
3,53,433 


950,000 
1,87,500 
6,060,000 
7,50,000 


420,000 


51,136 
2,04,000 
5,44,800 


420,000 
7,56,317 
3,20,000 
5,89,928 


1 000 
8,05,000 
2,50,000 
287,500 


2,40,000 
6,841,120 
2,40,000 
4,20,000 


3,50,000 
420,000 
2,80,000 
3,80,000 


1,80,000 
503,544 
2,50,000 
3,12,500 


3,00,000 
400,254 


3 00 000 
5,00,000 
1,50,000 
3. 50.000 





BHASKAR PAUL 


TRAINEE SALARY SURVEY 2008 


| — 
COMPANY 2 
MT-JOINING 
MT-CONF. _ 


GET-JOINING 
GET-CONF. 


GET-CONF. 


COMPANY 4 
MT-JOINING 
MT-CONF. 
GET- JOINING - 
GET-CONF. 


COMPANY 5 
MT-JOINING 
GET-OINING - 
GET-CONF. 


COMPANY 6 
MT-JOINING - 
MT-CONF. 
GET-JOINING - 
GET-CONF. 





COMPANY 7 
MT-JOINING 
MT-CONF. 
GET-JOINING 


GET-CONF. 
REAL 


COMPANY 1 
MT-JOINING 
MT-CONF. 
GET-JOINING - 
GET-CONF. 


COMPANY 2 
MT-JOINING 
MT-CONF. 
GET- JOINING 
GET-CONF. 


All figures in Rs 















































































Component A: Basic Salary. Component B: Benefits & Reimbursements; 
Component C: Performance Pay; Component D: Retiral Benefits; i.e., Provident Fund, Superannuation & Gratuity 
Component E: Valued Perquisites 












































MONTHLY f MONTHLY 
COMPANY 3 
5300 7000 2200 1,750 750 MT-JOINING — 15,000 11,924 2,038 4772 0 
122 8774 2910 2314 750 MT-CONF. 16650 17171 2038 5296 0 
.3000 4200 1200 954 750 GET-JOINING 10,190 — 8387 2,038 324| 0 
3531 4678 1412 1,23 750 GET-CONF. — 12330 10337 2,038 392 0 
9400 9,070 783 1,580 2 
13200 12648 1100 2219 EE MOMS n 9 9 DE 
. 380 358 37 69 0 WM ไผ —1500 11,312 2250 477 
6800 6490 See 113 0 BEN GET-JOINING 1 12000 QO 0 2,017 
| ; GET-CONF. 11,300 8410 1,695 3,595 
11700 13295 0 372 4 Tay] 
14,000 — 15,597 0 4453 950 — 
8,000 9,005 0 2545 450 COMPANY 1 
11,400 — 12357 0 3626 950 MONS RA Hop 9.399 0 
l i น MT-CONF. 29200 38,808 0 4909 0 
GETJOINING 9,200 — 12,170 0 157 0 
. 13200 — 7,176 4092 4199 500 REESE 6 ๓ 0 ผ 6 — 11500 15213 0 193 0 
16900 — 9485 5239 5376 500 ERU 
9000 — 4847 2790 2,863 500 Minnis cov? 
I epee OMT-JOINING — 40,000 0 0 0 0 
14300 7,885 4,433 4549 500 EL DONNEES. MMC 
MEME พ า อ พ 6 — 23000 2663 7417 386 0 
11300 (— 9540 2260 1,900 0 0. 
13300 11304 2660 2236 0 AES o QO ch 9. 2 
9000 - 7,687 1,800 1,513 TH MT-CONF. 18,500 27,523 5,580 3,110 1,400 
10700 8961 2,140 1,799 0 didis 
MT-JOINING | 25000 0 ANE D 
Au da da ZG. og MT-CONF. 18,240 16,866 10,944 5,802 800 
14100 — 9345 2820 4485 500 
. 9000 6337 1800 286 0 
14100 9345 2820 4485 500 RETES 
CTATE | CONC | MT-JOINING 2500 0 0 4203 0 
ESTATE / CONSTRUCTION Wil Re ห ด ซด ว a 
GET-JOINING 18000 0 0 3096 0 
GET-CONF. — 10500 8144 1,925 1,765 1,000 
COMPANY 2 
MT-JOINING — 16700 12301 1,392 2,941 
MT-CONF. 20,900 15345 1,42 3680 
GET-JOINING — 8,400 6,087 700 1,479 
GET-CONF. — 12500 9,257 1042 2201 
COMPANY 3 
MT-JOINING 12,000 0 0 0 0 
MT-CONF. — 14600 9,196 2917 2454 0 
GETJONING 1000 0 0 0 0 
GET-CONF. — 7,500 4,739 1500 1261 0 
k — = : D. 0 1.80,00 COMPANY 4 
12 000 A = um ฝี 2 wont MT-JOINING 10,000 9,902 1,250 1,681 500 
10000 11,819 o 3181 o E MTCONE. 10000 14569 — 1250 1,681 SD) 
' ' GET-JOINING 8,000 — 8902 1,250 1,345 500 
GET-CONF. 8,000 13,569 1,250 1,345 500 
10000 9633 0 1680 0 no 
tmo 12320 1,166 2353 — MTOINING 16000 14700 6550 2690 2000 
i ฆา Tt MT-CONF. 20,000 20513 6,550 3,362 2,000 
i ' GET-JOINING — 16,000 14,700 6,550 2,690 2,000 
GET-CONF. 20,000 20,513 6,550 3,362 2,000 


๐ ๐ ๐ 2 ๐ 


๕ ๐ ๐ GO 





| obs I od 








ay 


TRAINEE SALARY SURVEY 2008 


TELECOM 


COMPANY 1! 
MT-JOINING 
MT-CONf. 
GET-JOINING 
GET-CONF. 


COMPANY 2 
MT-JOINING 
MT-CONf. 
GET-JOINING 
GET-CONF. 


COMPANY 3 
MT-JOINING 
MT-CONf. 
GET-JOINING 
GET-CONF. 





24,800 
29,200 

7,000 
10,300 


10,800 
18,800 

9,400 
18,800 


18,000 
28,700 
12,900 
20,800 


TEXTILES 


COMPANY 1 

MT-JOINING 10,000 
MT-CONf. 11,000 
GETJOINING — 4000 
GET-CONF. 4,400 
COMPANY 2 

MT-JOINING 5,800 
MT-CONf. — 12,600 
GET-JOINING 5,400 
GET-CONF. 9,000 
COMPANY 3 

MT-JOINING 15,000 
MT-CONf. c 18,800 
GETJOINING 10,500 
GET-CONF. 15,800 
COMPANY 4 

MT-JOINING 6,000 
MT-CONf. 8,400 
GET-JOINING 4,800 
GET-CONF. 6,700 
All figures in Rs 

Component A: Basic Salary. 


Component Pe 
Component E: Valued Perquisites 





25,000 
26,409 

9,373 
10,570 


11,089 
17,450 

8,725 
17,450 


20,641 
33,142 
14,932 
24,037 


10,769 
11,901 
3,978 
4,430 


5,062 
11,637 
4,744 
7,940 


15,812 
19,206 
11,068 
16,544 


6,692 


_ 8,345 


5,193 
6,402 


๐ ๐ ๑ ๐ ๑ ๐ ๐ ๑ ๐ ๐ 


๕ ๐ ๐ ๐ ๐ ๑ 


975 
2,118 
908 
1,513 


2,522 
3,160 
1,765 
2,656 


1,009 
1,412 
807 


1,126 





2,960 


2,960 


oo oOo & 


๐ ๐ ๐ ๐ 


8,00 
1,500 
800 
1,500 


Component B: Benefits & Reimbursements; 
C: Performance Pay; Component D: Retiral Benefits; i.e., Provident Fund, Superannuation & Gratuity 

















8,50,000 
10,00,000 
2,40,000 
3,50,000 


3,00,000 
5,00,000 
2,50,000 
5,00,000 


5,00,000 
8 00,000 
3,60,000 
5,80,000 


3,00,000 
3,30,000 
1,20,000 
1,32,000 


1,60,000 
3,50,000 
1,50,000 
2,50,000 


4,00,000 
5,00,000 
280,000 

' 420,000 


1,80,000 
2,50,000 
1,44,000 
2,0,0000 


uvywonlvy 


} 

COMPANY 5 
MT-JOINING 
MT-CONf. 
GET-JOINING. 
GET-CONF. 


COMPANY 6 
MT-JOINING 
MT-CONÍ. 
GET-JOINING 
GET-CONF. 


COMPANY 7 
MT-JOINING 
MT-CONÍ. 
GET-JOINING 
GET-CONF. 


COMPANY 8 
MT-JOINING 
MT-CONf. 
GET-JOINING 
GET-CONF. 


COMPANY 9 
MT-JOINING 
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becoming difficult to get the best 
talent in the market. For the re- 
cruitment of management and en- 
gineering trainees, we have put 
in place a slab system—we offer 
different salary packages to fresh- 
ers depending on the rank of the 
institutes they pass out from." 

Meanwhile, the talent crunch 
is forcing some companies to 
belatedly come to terms with 
reality. For example, JK 
Organisation last year decided to 
raise the salaries of freshers by 
35 per cent. Says P.V. Bhide, 
President (Corporate HR), JK 
Organisation: “Earlier, the salaries 
offered by us to freshers were 
lower than the industry average. 
As a result, we were not able to 
attract the best talent. So, we 
decided to offer higher salaries. 
For management and engineer- 
ing trainees, we offered 35 per 
cent higher salaries this year com- 
pared to the figures for last year." 
On the flip side, however, JK 
Organisation will, in all proba- 
bility, balance this increased out- 
lay by refraining from revising 
the pay packets of freshers who 
are confirmed. Their post-confir- 
mation salaries, however, are 
likely to stay healthy. 

In view of the talent crunch, 
however, the salary divergence 
across sectors is becoming nar- 
rower. Ma Foi's Balaji says: *Even 
engineering companies want to 





Methodology 


d CAPTURE COMPENSATION TRENDS IN 
corporate India, Business Today 
collaborated with the Delhi-based 
research consultancy, Omam 
Consultants, to collect data on salaries 
across a range of industries and com- 
panies. This survey covered graduate 
engineer trainees (GETs) and man- 
agement trainees (MTs) and was the 
fifth annual salary survey conducted by 
us. Omam compiled salary data of 
GETs and MTs, both on joining and on 
confirmation, across 110 companies in 
16 sectors. Since salary data is confi- 
dential, the names of the companies 
have not been revealed. However, the 
sectors have been mentioned in the 
survey and these are: automobiles, 
chemicals & fertilisers, core, diversified, 
durables, engineering, financial serv- 
ices, FMCG, IT, ITES/BPO, pharma- 
ceuticals, real estate & construction, 





The Omam team: Sitting: (L to R) 
Shalabh Bhatnagar, Ashutosh Kumar. 
Standing: Bindu B. S. and Ankur Sharma 


retail, services, telecom and textiles. The survey looks at compensation data 
from a number of angles, including inter-industry averages, and also the 
average salaries on joining and on confirmation. 

The Omam team that collated and analysed the data was led by 
Director Rajeeva Kumar, Executive Director Anil Koul and Genera! Manager 


Ashutosh Kumar. 


match the salaries offered by IT 
players. The key point is where 
you hire from. The average salary at 
IIMs is above Rs 8 lakh p.a., in sec- 
ond-rung institutes, it is Rs 4.5-5 
lakh and in third-rung ones, it is Rs 
3 lakh to Rs 3.3 lakh per annum." 








To cut to the chase, the nega 
tive sentiment in the economy will 
definitely impact entry-level salaries 
in some sectors, but the borton 
line remains the same: good, and 
scarce, resources will continue to 
command a good price 
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Senior Management Jobs 


Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


SAP Labs India Pvt Ltd, Development 
Manager, Gurgaon, 7 - 10 years, Job 
ID: 5259559 

Aspirant should have experience in building 
teams, managing performance, developing 
people, creating vision. Experience in 
managing teams in a distributed development 
model, excellent communication skills, etc. 
Yahoo Software Development India 
Pvt Ltd, Principal Engineer, 
Bangalore, 8 - 14 years, Job ID: 
5632794 

Applicant should have strong hands-on 
experience with Web technologies, Web 
standards & protocols, Languages (some of C 
/ C++ / Java / Perl / Python / Ruby / PHP), 
Methodologies (OOD). Experience in 
Production Web systems. 

Ontrack Solutions Pvt Ltd, Service 
Delivery Manager, Mumbai, 10 - 15 
Years, Job ID: 5632791 

Will be responsible to drive Service 
Excellence country wide. Handling team of 
Engineers. To get involved with Service Sales 
for doing the right Scoping & Designing the 
ITSM solutions for clients. 

Atrenta India Pvt Ltd, Senior Mgr, 
Noida, 8 - 15 Years, Job ID: 5369788 
Responsibilities include: Establish guidelines 
on the distinction between the following, 
Workshop- domain/market awareness (pre- 
sales), Methodology training- how to 
effectively use the SpyGlass 
platform/products in a flow (pre-sales), In- 
depth product training- feature centric 
training for advanced users (post-sales). 
Sysbiz Technologies Pvt Ltd, Project 
Manager, Chennai, 8 - 15 Years, Job 
ID: 5632548 

Experience with Project Management 
frameworks, and with UML and Use Case 
methodologies and implementation cycle; 
Demonstrates rigorous structured approach 
to project management. 

Dip Software Solutions, SOA 
Architect, Hyderabad, 8 -12 Years, Job 
ID: 5506435 

Responsibilities include Client Management, 
Due Diligence activities, Requirements 
Gathering, Architecting as per SOA 
architecture, Estimation, Planning, Design, 
Analysis, Coding, Testing and Support. 





LIFEGUARD 
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Wipro Infotech, SAP Project 
Manager, Kolkata, 10 - 12 Years, Job 
ID: 5611995 

He will be working as Project Manager in a 
SAP project. He will looking after the team 
size of 10-15 people. He should be a good 
planner and a good team manager. His 
customer orientation should be very high. 
IPsoft India Pvt Ltd, Senior Manager, 
Bangalore, 8 - 18 Years, Job ID: 
5425505 

Responsible for client delivery assurance and 
business development globally. Will head the 
team of Senior Business Development 
Executives and Senior Engagement 
Managers. Client relationship management: 
managing relationships with CXO's. 


NXP Semiconductors India, Software 
Architect , Bangalore, 12 - 18 Years, 
Job ID: 4538730 

As architect you will be responsible for the 
overall software architecture of STB 
platform/s. You will define APIs (or comply 
with CELF APIs) keeping backward and 
forward compatibility in mind. 


Matrix Laboratories Ltd, Head 
Taxation, Hyderabad, 10 - 20 Years, 
Job ID: 4970427 

He/She will be ensuring that all the Statutory 
Compliances from tax perspective are met. 
Tax Planning, Creation of defendable Tax 
mitigation plans with a view to keep tax 
liability at the minimum. 


Artemis Health Sciences Pvt Ltd, 
Controller-Marketing, Gurgaon, 7 - 12 
Years, Job ID: 5631938 

Person will plan and organize all Marketing 
Promotions for various products and services. 
Develop and execute communication, 
organize events, camps, talks. Develop 
customer literature such as product brochures, 
educational fliers, etc. 


Objectwin Technology Inc, Vice 
President, Bangalore, 15 - 20 Years, 
Job ID: 5631720 

The incumbent would be accountable, 
responsible for revenue creation and 
generation by the team in Software 
Development and Consulting market space in 
India and EMEA. 
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Infotech Enterprises Ltd, Practice 
Head , Bangalore, Hyderabad, 20 - 25 
Years, Job ID: 4416396 

Will be responsible for Service offering 
definitions, compelling reason for the 
offerings, Segment definitions, value drivers 
and value proposition, Ensure the business 
case is viable (PSPD), Go To Market 
strategies. 

Vijai Electricals Ltd, DGM, 
Hyderabad, 10 - 15 Years, Job ID: 
5630425 

A design engineer, with experience in the field 
of design of EHV/UHV trasformer. Must 
have tack record of high efficiency EHV 
transformer with latest technology available in 
the world. 

Sanghi Sez Pvt Ltd, General Manager, 
Hyderabad, 10 - 15 Years, Job ID: 
5630103 

Aspirant should have excellent relationship 
with all leading banks institutional investors, 
and broking & research houses. Should have 
strong expin raising funds (debt and equity). 
Should be able to restructure present loans. 
Hurix Systems, Delivery Manager, 
Chennai, 9 - 16 Years, Job ID: 4971782 
Manager will Plan, schedule, track and manage 
overall project execution. Effective mgmt of 
project metrics such as effort, schedule, 
product and process quality. Manage project 
teams effectively and get the best out of them. 
Globus Infocom Ltd, AGM- Human 
Resources, Delhi, 8 - 15 Years, Job ID: 
5629111 

Would be responsible for overall HF 
Generalist function at Corporate Level 
especially Recruitment, Performance 
Management System, HR strategy 
development for successful running the cor 
business of the company and effective 
management of the Administratior 
Department. 


Cummins, Taxation Manager, Pune 
10 - 15 Years, Job ID: 5625815 

Essential functions include: Calculation of 
advance income tax of company, Calculatior 
of advance tax for fringe benefit tax 
Calculation of provision of income tax anc 
deferred tax for company’s financials 
Handling of Tax audit under Income Tax Act. 


listing page. 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


BMC Software, Manager - IDM 
applications, Pune, 5 - 7 Years, Job ID: 
5428059 

Required Manager for IDM applications on 
Windows and Unix platforms. 
Responsibilities include delivery of full life 
cycle development of software. 


IPsoft India Pvt Ltd, Senior Linux 
Administrator, Bangalore, 4 - 12 Years, 
Job ID: 5219194 

Will have 4-12 years of exp in managing 
enterprise class production critical Linux 
servers and storage environments. Excellent 
communication and interpersonal skills. 


HandsOn Technology & Engineering 
Pvt Ltd, Sr. Software Developer, Delhi, 
Gurgaon, 3-6 Years, Job ID: 5322760 

Will be responsible for design and develop 
data-driven web applications, Assist in 
maintenance of existing applications, 
Business object development and exposure of 
business logic via Web Services, Design large 
databases and implement SQL functions, etc. 


First American Corporation, Technical 
Lead, Mangalore, 8 - 10 Years, Job ID: 
5633468 

He/She has to understand business 
zoals/requirements and translate them into 
‘echnical solution. With understanding of 
»usiness functional roadmap, he/she will 
lesign the key elements including application 
wchitecture, networking, system, security 
'oadmap, etc. 


Flextronics, Associate Consultant, 
Zhennai,1-4 Years, Job ID: 5633422 
Zonsultant will primarily works as (Finance/ 
Manufacturing) Systems Analyst (SOX) in a 
global environment. The job responsibilities 
iclude quickly understanding and evaluating 
Whe existing systems setup and designing 
»olutions which are in compliance with the 
OX requirements. 


ogicsoft International Pvt Ltd,Senior 
?rogrammer, Delhi, 3-3 Years, Job ID: 
5633415 
Aspirant will design, code, test, and document 
pplications based on project’s functional and 
usiness requirements. Knowledge of Flash 
rogramming preferred to integrate the 
»pplications developed in PHP and ASP.NET 
"pplications from flash. 
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SAP Labs India Pvt Ltd, Software 
Engineer, Gurgaon, 3 - 7 Years, Job 
ID: 5580046 

Incumbent should be B.Tech/M.Tech/MCA 
with an aggregate score of 65% or above from 
IIT/NIT/any Premium Institute, Advanced 
ABAP concepts - Data model, Authorization, 
Transaction model, Archiving, ALE/IDOC, 
BAPI, etc. 


Cognizant Technology Solutions Pvt 
Ltd, Software Engineer, Chennai , 3 - 8 
Years, Job ID: 5536775 

Applicant should be proficient and have 
relevant working experience in Progress 4gl. 


Sysbiz Technologies Pvt Ltd, Team 
Lead, Chennai, 3 - 8 Years, Job ID: 
5632565 

Person should have hands on experience in 
]2EE, WebLogic 8.0 and above, Web Services, 
Workflow Engines, Rules Engines and Report 
Servers. Experience in re-engineering 


projects,design patterns,Strong skills in 
OOD,OOP Java, etc. 


Wipro Infotech, Team Lead, 
Bangalore, Chennai, 3-6 Years, Job 
ID: 5626925 

Responsible for process implementation for 
large accounts. Responsible for proposing and 
designing solutions to meet customer 
requirements. Handling the day to day 
operations. 


AOL Online India Pvt. Ltd., Software 
Engineer, Bangalore, 7 - 9 Years, Job 
ID: 5632477 

Candidate should have good analytical and 
problem solving skills. Java, JSP, XML, Mysql 
and web development (HTML, JS, CSS) skills, 
approximately 7-9 years of experience, hands 
on with development of web applications and 
portals. 


IPsoft India Pvt Ltd, Senior R&D 
Engineers (Next Generation 
Technologies), Bangalore, 4 - 14 
Years, Job ID: 5499235 

Required Senior Engineer with the dedication 
and skills to help shape the future of 
infrastructure management. The candidate 
must have expertise in building highly 
scalable, fault tolerant, distributed systems. 


m — a ม 


NXP Semiconductors India, Software 
Engineer, Bangalore, 7 - 15 Years, Job 
ID: 4538750 


Responsible for Testing audio video features 
of digital TV, Performance / robustness 
testing, Field testing, Conducting pre 


certification and approbation tests, Reliability 
and compatibility tests. 

Sagarsoft (India) Limited, Web 
Designer, Hyderabad, 3 - 4 Years, Job 
ID: 5631984 

Will be responsible to design and maintain our 
websites, Design user interfaces and writes 
functionality design specifications, Generate 
design ideas, Understand interna! customer 
needs and motivations and integrates them 
into design. 

TietoEnator Software Technologies 
Pvt Ltd, Software Engineer, Pune , 4 - 
6 Years, Job ID: 5027933 


He/She should have working knowledge of 


Oracle Database 9i-10g. Good working 
knowledge of Oracle Developer: Forms and 
Reports. Knowledge of Oracle Application 


Server (Added advantage 

Q-cent Technologies Pvt Ltd, Product 
Development Manager, Hyderabad, 6 
- 12 Years, Job ID: 5629433 

Person will develop and maintain an 
understanding of all aspects 
company vision, mission, V ilues. business 
objectives, economic drivers, organizational 
structure, and culture. Possess 
acumen and strong analytical skills 


business; 


business 


Hurix Systems, Instructional 
Designer, Mumbai, 4 - 9 Years, Job ID: 
5108418 

Incumbent will analyze 
product requirements, analyzes the 
given by the customer, and works with the 
subject matter expert (SME) to : 
appropriate instructional solutions in terms 
of content coverage and strategies 


customer specifk 
content 


ome up with 


Thomson Reuters, Technical Leader, 
Bangalore, 4+ Years, Job ID: 5632328 
Applicant will be working on reported bugs 
and new enhancements. Insure proper testing 
and provide timely f w-ups 
Write/Maintain/Run 
regression tests and determine source of 
outages. 


and automate 
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Sales and Marketing jobs 


Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Kansai Nerolac Paints Ltd, Marketing 
Manager, Mumbai, 8 - 10 Years, Job 
ID: 5633938 

Will be responsible for sales, market share and 
profitability for the category. Build 
organization needed to execute marketing and 
sales strategy for the category. Ensure future 
performance of category through focus on 
innovation and long term strategy. 

DSS-IT Services Pvt Ltd, Sales 
Manager, Mangalore, 2 - 6 Years, Job 
ID: 5633792 

Key accountability will be -Champion 
Advisor recruitment Process for a region, 
Device strategies for sales force to manage 
agency (Financial Advisor) FOS for the 
region, Initiate process / avenues for tie ups 
with consultants, supermarkets, etc to have a 
ready poolof Financial Advisor. 
Adaequare Info Pvt Ltd, Business 
Development Executive, Hyderabad, 
6-8 Years, Job ID: 5523311 

Responsible for the sales of Adaequare’s 
service lines, PS, Projects and Excellor. 
Develops annual business plan in conjunction 
with Sales Manager, which details activities to 
follow during the fiscal year, which will focus 
the Sales Associate on meeting or exceeding 
sales quota. 

Ontrack Solutions Pvt Ltd, Account 
Manager, Mumbai, Pune, 1 - 3 Years, 
Job ID: 5633272 

Will be responsoible to enhance the 
company's relationship with specific 
clients. Work closely with clients to determine 
their needs and figure out ways to add value. 
SAP Labs India Pvt Ltd, Proposal 
Management, Gurgaon, 2 - 5 Years, 
Job ID: 5600484 

Person should ahve ability to effectively 
communicate and collaborate directly with the 
US based Sales and Proposal Management 
teams. 

Asit C. Mehta Investment 
Intermediates Ltd, Marketing 
Executive, Mumbai, 1 - 5 Years, Job 
ID: 5632826 

Role involves interacting with HNIs and 
growable MNIs to acquire their mandate to 
manage their investment in our Investment 
Advisory Services. 


Sam Global Securities Limited, 
Relationship Manager, Delhi, 
Ghaziabad, 1 - 5 Years, Job ID: 5632708 
Incumbent have to handle trading and 
maintaining relationship with new & existing 
clients, opening Demat Accounts & Trading 
Accounts, getting business from existing 
clients and acquisition of new clients, 
Maintaining relationship with clients ๕ 
handling client queries on immediate basis. 


Broad Daylight India, Sales Engineer, 
Bangalore, 1-3 Years, Job ID: 5631646 
The candidate will be responsible for frontline 
Sales and Application Engincering of 
Industrial goods , capital equipment and 
industrial consumables to process 
industries. The Job involves traveling to 
various Key accounts to understand the client 
requirement. 


Tosha Transfomers, Marketing 
Executive, Delhi, 1 - 5 Years, Job ID: 
5631092 
Aspirant should be innovative and must come 
up with new marketing strategies for our 
products. 


Wipro Infotech, Presales Consultant, 
Bangalore, Chennai, 3 - 8 Years, Job 
ID: 5630953 

Applicant should have experience in 
development, pre-sales support, or real world 
use of infrastructure solutions— of Active 
Directory, Exchange, SMS, MOM, ISA, 
MOSS. Sharepoint, webservices preferably. 


Sewara Hospitality, Assistant 
Manager, Delhi, 2 - 6 Years, Job ID: 
5630737 

Responsibilitites include: Meet with Potential 
Corporate clients, Negotiate spot rates on 
behalf of the Company with regards to the 
guide lines set, Develop and manage and take 
responsibility of the Corporate / Agents. 


Vijai Electricals Ltd, Marketing 
Manager, Kolkata, Mumbai, 3 - 7 
Years, Job ID: 5630513 

He must have experience in the field of tender 
and marketing of EHV transformer. He must 
be able to communicate upward and 
downward for the reguler development in 
business. He must be able to manage the 
followups in the business. 


Nipra Industries Pvt Ltd, Sr. 
Marketing Executive, Mumbai, 2 - 7 
Years, Job ID: 5630064 

Person should have knowledge of MS Office 
& other basic computer skills. Will be 
attending trade fairs & press conferences, 
Reporting to director, Handling and 
addressing customer queries, etc. 


BCH Electric Ltd, Assistant Manager, 
Mumbai, 3-8 Years, Job ID: 5630001 
Responsible for sales of industrial electrical 
items such as Low Voltage Switchgear, 
Industrial Control, Power Distribution, 
Automation, Enclosures, Brakes, Starters, 3 
phase induction motors, cables and mass- 
market products. 


Merino Services Limited, Business 
Development Manager, Kolkata, 4 - 9 
Years, Job ID: 5628811 

Responsible for driving targets by Identifying 
potential leads and closeing leads for East 
Region, Liaise with Sales / Pre-Sales team for 
effective execution. 


Pantaloon Retail, Store Manager, 
Mumbai, Pune, 8 - 14 Years, Job ID: 
5628413 

Will be responsible to ensure attractive 
merchandise display & over all store layout. 
Keep cost low & ensuring store profitability 
To ensure the adherence to SOPs in Store. To 
facilitate smooth cashiering process. 


Crimson Interactive Pvt. Ltd. 
Marketing Manager, Mumbai, 2 - £ 
Years, Job ID: 5628065 

Essential functions include:Managing SEC 
and SEM for the company websites, dentifying 
market gaps and taking appropriate action 
Analyzing and keeping a track of competito: 
activities, Making pricing decisions for variou: 
services. 

CMS Computers Ltd, Regional Sale: 
Manager, Mumbai, Pune, 3 - 10 Years 
Job ID: 4969307 

Manager will be responsible for sales of ERF 
BI, POS (Point Of Sales), licences, services 
SAP services, JDE & Projects Selling 
Focusing on Retail Segment to sell VersaPOS 
Identify business for projects on Ope: 
systems. 


To know how to apply for these jobs, go to finance jobs listing page. 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description 


Aneja Associates, Internal Audit, 
Mumbai, 0 - 5 Years, Job ID: 4872114 
Applicant should be CA, CIA, CISA, MBA, 
ICWA. Responsible for conduct of 
operational and management audits in 
manufacturing, capital market, insurance, 
construction, ctc. Industries. 


Asahi India Glass Ltd, Account 
Executive, Chennai, 5 - 6 Years, Job ID: 
5635070 

Person should have experience in Bills Payable. 
Should have experience in MS Office. 


NSL Icon, Jr. Accounts Officer, Indore, 
2.- 5 Years, Job ID: 5634924 

Responsible for Budget Vs Actual record 
keeping, Tranporter payment, Freight 
booking, Service Tax, TDS related working, 
Statutory compliance and payments. 


Kinetic Engineering Ltd, Sr. Manager, 
Pune, 7-10 Years, Job ID: 5634005 
Manager's essential functions include: Income 
Tax Assessment, Income Tax Representation, 
sales Tax, Service Tax, TDS Matters. 


-Source Infosystems Pvt Ltd, 
Accountant, Pune, 1-2 Years, Job ID: 
1151911 

;andidate must know Account Receivables 
'rocess, Account Payable process, Basic 
nowledge of accounting, Sales process.- 
ales A/C entries. 


NXP Semiconductors India, Finance 
Manager, Bangalore, 2 - 8 Years, Job 
D: 5291445 

\pplicant must have advanced knowledge of 
JAAP essential. Good knowledge in 
reparing Final accounts, MIS, Audit 
chedules complying accounting standards. 
xperience in the area of credit management. 


Jobseekers - To apply for above jobs 
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Matrix Laboratories Ltd, Manager, 
Hyderabad, 5 - 15 Years, Job ID: 
5631559 


Will be responsible for monthly inventory 
valuation of the plant and preparation of cost 
sheets, Generates various MIS reports to 
facilitate management decisions or reporting 
requirements. 


Datamatics Ltd, Account Executive, 
Mumbai, 2 - 6 Years, Job ID: 5306215 
Person will be handling day to day accounts, 
Bank reconciliation, Bills receivables & 
payables, Preparation of MIS reports, P/L 
Account, Finalization of Accounts. 


Flat Products Equipments (I) Ltd, 
Accounts Executive, Mumbai, 2 - 5 
Years, Job ID: 5628771 

Candidate should have strong working 
knowledge of Sales Tax. Candidate should 
have working knowledge of Accounts & other 
related tax. 


ABN AMRO Central Enterprise 
Services Pvt Ltd, Executive, Mumbai, 
2-5 Years, Job ID: 5626581 

Executive will analyze monthly costs for 
reporting Pre-Flash for Front Office. Prepare 
and book accruals, in agreement with the 
business and accrual policy. Analyze resultant 
Profit & Loss for accuracy and completeness 
of financial data for front office. 


Green Globe tourism, Finance 
Manager, Kochi, 5 - 10 Years, Job ID: 
5628608 

Responsible for development of broad 
financial strategy, establishment of strict 
financial discipline in all aspects of business 
unit's affairs and establishment of operations 
of realistic financial control and Management 
Information System. 


or 








Now Search jobs on mobile, SMS jobs <keyword> to 53030 


search for a job with Monster 


by your side 


Monster has the best employers hiring online 


Call us at 1800-419-6666 


Nihilent Technologies, Chartered 
Accountant, Pune, 0 - 1 Year Job ID: 
5626347 

Applicant will assist in MIS and Budgeting, 
Must have basic knowledge of direct and 
indirect taxation. Passing of entries for fixed 
ASSCI addition, delition, depreciation and 
calculation. 

Allergan India Pvt Ltd, Accounts 
Officer, Bangalore, 1-3 Years, Job ID: 
5626299 


Will be respsonsible for maintainance & 
upkeep of signed contracts with the externa 
vendors, Verification of INVOICES as per the 
contractual agreements and report variations 
ctc. 


Wuerth India Pvt Ltd, Collection 
Executives, Mumbai, 1 - 2 Years, Job 
ID: 5625927 

Looking for Collection Executives for 
Mumbai, Pune, Bangalore, Nagpur, 
Kolhapur, Aurangabad, Nashik. Jaipur, 
Raipur, Jabalpur - Sole Responsibility will be 
collection from our customers and achieve 
Collection Targets. 

Praxis Technologies Pvt Ltd, 
Accounts Executive, Mumbai, 1 - 2 
Years, Job ID: 5624862 

Responsibilities will be preparation. of 
Purchase Voucher, Bank Pavment voucher. 
Journal Voucher, Preparation. of Bank 
reconciliation, Knowledge of TDS & other 
statutory deduction & their duly payment. 
Scrutiny of vendors invoice, et 

Larsen & Toubro Limited, Sr. 
Manager, Mumbai, Pune, 4 - 9 Years, 
Job ID: 5601389 


Manager will be involved Financial 


reporting Consolidation process under Indian 
& IFRS GAAP on a quarterly b 
& monitoring of accounting 
Performance evaluation and anal 
companies. 


itis. Issuance 
guidelines 
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| THE BEST COMPANIES 





gest TO WORK FOR IN INDIA: 2008 


TO WORK 
FOR IN INDIA 


URRY. SCURRY. DASH. THERE ISN'T MUCH TIME LEFT FOR ALL 
those companies that haven't yet registered for the 
upcoming Business Today-Mercer-TNS study of the best 
workplaces in India. Register well before the June 30th clos- 
ing to avoid any last-minute glitches as well as to help us 
maintain the high quality of the survey. We, on our part, have made cer- 
tain changes this time that will add more value to the exercise: besides an 
overall ranking of top 15 companies, we will publish the top rankings for 
each quadrants. As always, names of participating companies other than 
the winners will be kept confidential. For details on how to participate, log 
on to: http://survey.tns-global.co.in/BestCompanies2008/Home.htm. 


HOW TO PARTICIPATE 


m Participation in this survey is open to any 
company that operates in India, irrespective 
of its ownership. 


m Participating companies must have been in 
existence in India for a minimum of four years, 
and must employ at least 200 management/ 
executive-level personnel in India. 


m To participate, companies should log on to 
http://survey.tns-global.co.in/BestCompanies2008/Home.htm 
and register online. Additionally, participating 
companies should download the registration form 
from the website, print it on the company 
letterhead and fax or courier the completed form 
to the following address: 

Ms Shivangi Singhal/Ms Neha Ahluwalia 

TNS India 

30, Hauz Khas Village 

2nd Floor, Power House Complex 

New Delhi 110 016 

E-mail: shivangi.singhal@tns-global.com 

Fax: 011-2656 1255 

Note: Both online & offline registration is a must 


m Participating companies will be required to 
nominate a point person for the study who 
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Registration for the best employers' survey is about to close. 


business|today; 
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= besl 


COMPANIES 
IOWORK 
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will be the study coordinator on behalf of 
the company. 


Participating companies will have to share 
information regarding their people practices, 
provide employee details from which a sample will 
be administered a questionnaire, and should be 
willing to throw themselves open to a physical 
audit by the survey partners. 


The last date for companies to register is June 
30, 2008. 


By participating in the survey, companies are 
Signalling their willingness to be part of the special 
issue Business Today plans to bring out on the 
Best Companies to Work for in India. 


The Business Today, Mercer Human Resource 
Consulting and TNS teams are committed to 
maintaining the absolute confidentiality of the 
Study participants. 


At no stage will the names of the participating 
companies be released to any third party. And 
only the names of those companies that are 
recognised as The Best Companies to Work 
for in India will be publicly released. 


bt 
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Haveri, Karnataka 


i wALL IT A QUIRK OF FATE. 
F When B.S. Yeddyurappa 
ü took oath as the Chief 
~A Minister of Karnataka's 
first BJP government on May 30, 
2008, he did so in the name of the 
farmer. He knew he owed his pres- 
ent position to him. The first deci- 
sion of his Cabinet was also seen 
as pro-farmer: the government ann- 
ounced that it would not charge 
them for the electricity sold to power 
irrigation pumpsets. However, a 
few days later, when his police 
opened fire to control a mob of vi- 
olent protestors, the first victim, 
Siddalingappa Choori (35), was a 
farmer. Several others were wounded. 

The incident occurred at Haveri, 
350 km away from Bangalore, on 
June 10, 2008. The trigger? A 
protest by farmers, who were 
demanding supply of fertilisers, di- 
ammonium phosphate (DAP), in par- 
ticular. The farmers were agitated as 
the region had been receiving co- 


E Haveri burns: A DUS goes upin fames- 
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Breeding D Discontent 


Farmers in Karnataka went on the ra 
which has put their kharif crop at ri 


ertilisers, 





Marked in indelible ink: A farmer is marked on receiving his quota of fertiliser 


pious rainfall since June 3, but they 
were unable to start sowing for 
want of DAP. Though the fertiliser 
shortage was felt across Karnataka, 
the nondescript Haveri turned out 
to be the epicentre of violence. That 
is because the southwest monsoon 
arrived here first and if DAP was 
not applied and seeds not sown im- 
mediately, farmers could forget 
about raising kharif crops. “Our 





soil is used to chemical fertilisers. 
and unless they are used nov 
can't get a crop,” rues Yellapp 


Malagi (65), who owns 50 acres 
on which he had planned to 
cash crops like cotton and sovabean 
Not a single shop—of the 38 
government-run outlets, 
vate stores across the district- 
to open and sell whatever littk 
stocks they had during the day 
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: 


dared 


bt reporter's diary 





Ploughing on: Farmers expect supplies of fertilisers soon 


protest. The dealers feared looting 
and for their lives as well. In places 
like Hassan, represented in the Lok 
Sabha by former Prime Minister 
H.D. Deve Gowda, shopkeepers 
simply locked up their shops and 
vanished from the district. In the 
twin cities of Hubli-Dharwad, 
rioters broke open some shops and 
took away bags of fertiliser. 

Incidentally, only 3,821 metric 
tons (MT) of DAP was available in 
Karnataka on April 1, 2008 against 
52,962 MT on the same day last 
year. Similarly, the stocks of muriate 
of potash (Mor) and complex fer- 
tilisers were much lower compared 
to last year. 

The Haveri District Administ- 
ration is clueless about how to deal 
with the situation. *Haveri has 
never had a problem of this kind," 
says District Magistrate P.S. Vastrad. 
The administration is using all the 
tricks in its book to tackle the prob- 
lem. One of these is to issue two 
bags of 50 kg each per head, on 
arrival of each pAP load. As a mark 
of identification, farmers receive a 
dot of indelible ink on their finger 





In mourning: For farmer Choori, 
who lost his life in police firing 
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so that they do not stake claim to 
the precious bags again. Farmers 
like Malagi put forth a valid point, 
though—two bags of Dap is barely 
enough for one acre. 

Karnataka's Water Resources 
Minister Basavaraj Bommai, who 
hails from Haveri district, sees a 
bigger crisis developing, which has 
implications beyond Karnataka. He 
says fertiliser units are not produc- 
ing enough as the Centre is not re- 
leasing their dues on time. He pre- 
dicts a similar tense situation in 
other states once the rains start. 
Maharashtra's Latur has already 
witnessed protests over fertilisers, 
while Punjab, Tamil Nadu and 
Kerala have reported shortages. 
Gujarat wants 50 per cent of its 
requirement supplied before the 
sowing season begins. 

Sample these numbers: India 
not only imports 30 per cent of its 
fertiliser requirements, but buys in- 
puts such as phosphorus acid and 
ammonia from international mar- 
kets, where prices are rallying to 
an all-time high. Take for instance, 
phosphorous acid: it cost $566.25 





Shutters down: At fertiliser shops in 
Haveri, Karnataka 
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(Rs 22,650) per tonne last year but 
is now quoting at around $1,985 
(Rs 79,400). While prices of most 
inputs have doubled, the Centre is 
sticking to the same old Maximum 
Retail Price (MRP), fixed some six 
years ago. It, however, pays the fer- 
tiliser units the difference between 
MRP and the actual cost of produc- 
tion, plus a reasonable return. The 
fertiliser MRP does not reflect actual 
costs, a la auto fuels. As a result, 
the subsidy bill is ballooning unfet- 
tered—from Rs 48,000 crore in 
2007-08, to an estimated Rs 1 lakh 
crore in 2008-09. 

The increasing subsidy bill is the 
least of the worries of fertiliser firms, 
numbering about 133; the timely 
release of subsidy dues is. A senior 
industry executive says even if 
fertiliser companies want to pro- 
duce as per market demand, they 
can't because of the spiralling input 
prices. While this has dented the 
ability of the manufacturers to shop 
for inputs, they have often overshot 
their credit limits with banks and 
can't raise fresh loans till they have 
cleared past debts. 

Both the Fertiliser Association of 
India (FAI) and the Department of 
Fertilisers insist that the fertiliser 
supply position is normal. Joint 
Secretary, Fertilisers, Government of 
India, Satish Chandra, ascribes the 
panic in Karnataka to the early on- 
set of monsoon. "June has never 
seen this kind of sales. Last year, it 
was just 50,000 Mr, but this year 
even 1.4 lakh MT have not been 
enough," he says, adding that suf- 
ficient stock has been dispatched 
to meet the demand. FAI Director 
General Satish Chander says the 
industry is producing 10 per cent 
more, and that should take care of 
incremental demand. 

However, some estimates put 
the fertiliser shortage at 25 per cent 
and that could lead to a fall in agri- 
cultural output—not a comforting 
scenario in these times of rising 
food prices. 8 





Enabling trustworthy communication 
to empower the enterprise. 


Expectations are high for communication systems in today's connected world 


The demand is to deliver a lower cost of ownership while ensuring that people ar: 
available and have the tools necessary to collaborate. 


NEC, the global leader in IT and networking, delivers mobility and unified 
communications to improve business processes and customer relationships by 
connecting people to people and the information they need anytime, anywhere 


NEC empowers you through innovation. 


www.necindia.in 
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The panellists: (from L to R) Tomohiro Yagi, Vice President, NEC Corporation; Amajit Gupta, Director (Communications and 
Aseem Kapoor, Publishing Director, Business Today; Fraser Hickox, Consultant, Research & Technology, The Hong Kong 
Deputy Editor, Business Today; Suresh Vedula, Head (Business Mobility India) Nokia India; and Rajat Mukarji, Chief Corporate 


Communication เร 


Communications is the glue that holds 
organisations together and it is also the 
electricity that powers up a place. 


MANU KAUSHIK 


ERELY TALKING 
won't do—com- 
munication, to be 
effective, has to be 
collaborative. The 
question, of how an organisation 
can enable a secure communication 
environment to empower itself, was 
brainstormed at the Business Today 
Managing Tomorrow Series panel 
discussion on Enabling Trustworthy 
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Communication to Empower the 
Enterprise in Delhi on June 5, 2008. 
Organised in association with NE 
Corporation, it was led by a tech- 
savvy panel drawn from the corpo- 
rate world—Amajit Gupta, Director 
(Communications and Media 
Sector), Microsoft India; Fraser 
Hickox, Consultant, Research & 
Technology, The Hong Kong and 
Shanghai Hotels; Suresh Vedula, 


Head (Business Mobility India), 
Nokia India; and Rajat Mukarji, 
Chief Corporate Affairs Officer, 
Idea Cellular. The discussion was 
moderated by Arnab Mitra, Deputy 
Editor, Business Today. 

Setting the ball rolling, Tomohiro 
Yagi, Vice President, NEC 
Corporation, said: “There will al- 
ways be a demand for more and 
newer features at the fastest speed 
within the communication system 
but at a lower cost of ownership.” 
Taking the cue, Microsoft's Gupta 
highlighted three important aspects 
necessary to keep an enterprise 
rolling—trustworthiness, communi- 
cation and initiative. “Today, a stan- 
dard information worker in an 
enterprise not only works within 
the team, but also with customers, 
vendors, suppliers beyond the bound- 
aries of the enterprise," tells Gupta. 

Gupta stressed on the need to 
reengineer the notion of commu- 
nication, “Communication in itself 





Media Sector), Microsoft India; 
and Shanghai Hotels; Arnab Mitra, 
Affairs Officer, Idea Cellular 


is meaningless unless the notion of 
collaboration is introduced. Now 
is the time when communication 
is increasingly morphing into col- 
laboration and the realm of em- 
powering collaboration for enter- 
prises includes authentication, 
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authorisation, single sign-on, and 
federated security," he added. 

In the hospitality industry, com- 
munications is a major ingredient of 
success, said Hickox, adding that 
technology is now centrally en- 
trenched within an enterprise's DNA. 
"Being one of the leading players in 
the hotel industry, we have some of 
the most demanding guests com- 
ing to our hotels. In the past, we 
have spent a lot of money on 
installing fancy telephone systems. 
However, we found them redun- 
dant as most young people visiting 
our hotels used Wi-Fi-enabled 
phones," he recalled. 

The new generation, as Hickox 
observed, is a disruptive technol- 
ogy seeker and will not accept what 
is put in front of them; they carry 
the technology in their suitcases 
and can access to it wherever and 
whenever they want. 

Concurring with Gupta's point- 
of-view, Nokia's Vedula said: *Gone 
are the days when vou had silos. 
Today, we are required to work in 
virtual teams. Increased collabora- 
tion among employees, suppliers 
and customers is vital to the success 
of the organisation and that's why 
we need to have an empowered 
enterprise," he argued. 

Vedula asserted that companies 


would have to adapt 
according to the needs 
the Generation Y. Besicd 
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Premature Prognosis 


There's a tech wave sweeping across China, but 
can it really overtake the US? ARNAB MITRA 


SILICON DRAGON HINA'S GROWTH STORY HAS SPAWNED 
Rebecca A. Fannin i thousands of books, mostly by American 
Tata McGraw Hill and European authors awe-struck by 
Pages: 183 the inexorable rise of the communist nation. A 


Price: Rs 495 


majority of them are rah-rah accounts of what 
Beijing wants the world to see along its eastern 
seaboard, and air-brushes the stories of depri- 
vation, mass dislocation and unrest that are 
brewing in inland China. Silicon Dragon, How 
China is Winning the Tech Race by Rebecca A. 
Fannin is another such book and details how 
China is set to overtake the us as the world's 
engine of technological innovation. 

So far so good! But the book suffers from 
more than a few deficiencies. Fannin uses facts, 
which, while not inaccurate, are taken out of 
context in order to make her case more com- 
pelling than it should be. For example, she tom 
toms the fact that China has the world's largest 
mobile phone subscriber base (of more than 
500 million) and three times as many 
engineering students and a dozen more 
billion-dollar tech firms than the us. The book weaves in such 
nuggets of easily available information, with stories of "techno- 
prenurial" success to make claim that China is on the verge of over- 
taking the us as the fount of technological innovation. 

Yes, tech whizkids like Robin Li and Jack Ma have launched and 
made successes of ventures like Baidu.com and Alibaba.com. Yes, 
China's tech industry has spawned its own set of home-grown dollar 
billionaires and many thousands of dollar millionaires, but claiming that 
it will overtake the us in the foreseeable future is completely OTT. 

Having said that, the book does have its pluses. It provides insights 
into the entrepreneurial wave sweeping across China. It is now 
considered a no-brainer that China will soon become the world's pre- 
eminent industrial power. In a converging world, it is again a no- 
brainer that a large proportion of that pre-eminence will have to come 
from technological prowess. Obviously, much of this will have to be 
home-grown. 

Fannin's book introduces and profiles several young technopreneurs 
who have already become famous and rich in China. Given the vast 
amounts of venture capital chasing new opportunities in emerging mar- 
kets, it is quite likely that many of them will list their companies 
abroad (mostly in the Us) and a few of them may even go on to become 
big players in the emerging new tech order. But that's true of other 
emerging markets—most notably, India—as well. Fannin does her 
readers a great service by introducing these emerging tech leaders to a 
wider audience. But one can't help get the feeling that her prognosis of 
the future is a little premature. 
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THE THREE TRILLION DOLLAR WAR 
Joseph Stiglitz and Linda Bilmes 
Allen Lane 

Pages: 311 

Price: Rs 595 


HE GUNS-VERSUS-BUTTER 

debate is as old as the 
hills. But The Three Trillion 
Dollar War by Nobel laureate 
Joseph Stiglitz and Linda 
Bilmes steers clear of the tired 
old arguments. The book is a 
severe indictment of US 
President George W. Bush's 
Iraq war. The authors have 
carefully calculated the cost, 
not only of military equipment, 
but also of the damage caused 
to infrastructure in Iraq and 
the deferred cost of caring for 
injured combatants and civil- 
ians. These show that the cost 
of the war, which the US offi- 
cially calculates at $50 bil- 
lion (Rs 2,15,000 crore), is 
actually 60 times the stated 
figure. At a time when the 
global economy is slowing 
down, the induction of such a 
massive sum into "productive 
avenues" could have, the au- 
thors argue, spurred growth 
and increased prosperity not 
only in the US but across 
the world. 

Stiglitz's opposition to the 
policies of the current US 
regime is well known. Here, he 
makes a compelling case for 
an immediate, and overdue, 
course correction. With 
Democratic Party candidate 
Barack Obama considered the 
favourite to win the race for 
the White House later this 
year, maybe Stiglitz and 
Bilmes will find influential 
takers for their views. 
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OOGLE INDIA'S 50- 
strong HR team was 
in for a surprise 
during their team 
building exercise at 
a resort in Coorg recently. Armed 





with percussion instruments, the 
corporate educator and his team 


were exhorting the Google team to 


take part in a samba performance. 


Initially taken aback, the Google 
band was swaying to samba beats 
in unison within a couple of hours. 


Twisting by the pool: Qualcomm team 
leaders set sail with a cardboard boat 
at Hyderabad's Golconda Resorts 


“It was serious fun. Intrinsically, 
for Google, work is both challenging 
and fun. It fitted perfectly into our 
work philosophy,” says Narasimha 
Prasad, People Programs Manager, 
Google India. Team Google’s idea of 


serious fun was one of the 15-odd 


short duration (2-4 hours) modules 
of Catalyst India’s innovative team- 
building programs. Catalyst India 
is an offshoot of the UK-based 
Catalyst Global, and it has been 
promoted by Exper Education in 
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mells Like Team Spirit 


Companies are discovering a few groovy team-building activities that ensure some 
serious fun. SAUMYA BHATTACHARYA, E KUMAR SHARMA & RAHUL SACHITANAND 


India. Exper is founded by Tarun 
Chandna and Gaurav Saklani (co- 
founders of iDiscoveri Education) 
and CEO Jayant Kripalani, 
renowned actor and theatre per- 
sonality. Says Kripalani: “The first 
reaction of most team members 


is—‘I have never played these 


instruments in my life’. With these 
samba beats, what you think is 
impossible is made possible. There 
is a mindset change that happens in 
a span of two hours.” 





Team Catalyst: (From left) Gaurav Saklani, Tarun Chandna, Jayant Kripalani, 
Puneet Palaha and Saurabh Saklani 


Points out Prasad: “It was fun 
but there were key learnings as 
well. Unlike other training pro- 
grammes, where the activities are 
exciting, but analysis leaves a lot to 
be desired, the Exper team 
analysed it brilliantly." Team 
Google now swears by both 
Beatswork and Making the News 
(See Five Lessons Learnt). 


Breaking the Silos 

What's "serious fun" for Google 
translates into breaking the silos 
for Hewlett-Packard (HP). In mid- 
June this year, a group of around 
65 executives from the R&D arm 
of HP's Systems Technology and 
Software Division (STSD) assem- 
bled at a luxury hotel in down- 
town Bangalore for an offsite, a 
term used to describe an official 
meeting outside a company's 
office or campus. While most off- 
sites are fairly dour affairs, 
involving day-long sessions of 
meetings and long-winded pre- 
sentations, the team took an 
unusual path this time around, 
opting to use a bespoke team- 
building exercise to try and in- 
vigorate their exercise. The 2,000- 


person R&D unit had a good rea- 
son to take this offbeat route; a 
new General Manager and Vice 
President, Rick Steffens, had just 
taken over as the new head and he 
needed to get to know his em- 
ployees and the different teams 
that operated in India. 

Adopting an unorthodox 
approach, HP employees were 
asked to design the front page of 
a newspaper to give their new 
boss insights into their business 
and the structure of their teams. 
“We had a non-Indian heading 
this business unit for the first time; 
we had to use this page to give 
Rick an understanding of the key 
message we wanted to convey to 
the organisation," says Dinesh 
Sharma, Director, Business & 
Strategy and Operations, STSD, 
HP India. 

Over the course of the day, 
HP employees considered different 
facets of their business, covering 
the history of the business in 
India, its growth, strengths, weak- 
nesses, challenges and also the 
opportunities for the unit. “We 
wanted to make the leadership 
transition as seamless as possible 


Five Lessons Learnt 


Here’s a snapshot of 
some of the Catalyst's 
team-building activities. 








๑ Beatswork—Form a giant 


percussion band using 
the rhythms of samba 


e Making the News—Create 


front page news and get to 
the real story (Read: issues) 


๑ Fifteen Famous Minutes— 


Make 15-minute versions of 
famous movies 


e Fl—Build a workable F 1 


car out of cardboard where 
aerodynamics, traction, 
steering all come into play 


e Kontiki—Make poolworthy 


boats out of cardboard 





and this technique helped us attain 
this goal," says Sharma. 

Prior to this exercise, HP has 
also used Catalyst to hasten and 
improve decision making at other 
business units. “We found that de- 
cision making was restricted to in- 
dependent silos and it had become 
hard to make disparate business 
groups collaborate on projects,” 
says Sharma. But, as a result of 
these initiatives, HP was able to 
break down these invisible walls 
and speed up the entire process. 


am 
P 


distinct version of what the future 
will hold for Disney. However, 
the story that unfolded through 
the eyes of the employees was that 
of technology, innovation and cre- 
ativity. Says Subhasis Mishra, Head 
of HR, Walt Disney Company 
(India): *Be it making music as a 
group or creating a newspaper for 
the future, the modules got our 
teams thinking and together at the 
same time." What's unique about 
this approach is that *it brings in 
the unexpected and makes corpo- 





Rhythm divine: Walt Disney employees tune in to samba beats 


For their part, when 180 em- 
plovees of Walt Disney Company 
(India) tapped their feet to samba 
beats in April, they were looking at 
the rhythm of their future. What 
helped them decipher that was an- 
other module: Making the News 
(See Five Lessons Learnt) that asked 
them to bring out the Disney 
growth story in India, five year 
hence. The employees were 
divided into groups and were asked 
to write a future newspaper about 
Disney India. Each group had its 


rate messages simple and fun for 
all," says Mishra. 


Pool of Possibilities 

That's exactly what the 
Qualcomm team discovered in 
early June. Little did Tyler C. 
Moore, Manager, Global Staffing, 
HR, expect that a game using 
blindfolds could end up building 
trust within his India team mem- 
bers, that pushing marbles down a 
tube could bring out the impor- 
tance of team bonding while han- 


dling a process or that building 
blocks in a puzzle could let his 
team see the big picture compared 
to a focus on individual detail- 
ing. Not surprising, Moore, who 
has the India staffing team 
reporting to him, is visibly happy. 
By mid-day, he was not surprised 
when he and his eight other team 
members (from across the coun- 
try) were informed of the next 
task on hand by Kripalani. 

The Qualcomm team was told 
that in the next two hours they 
would need to build a real boat 
from five big cardboard sheets and 
actually put it to use. The aids 
made available were only the cut- 
ting tools, pens and some drawings 
on how to build such a boat. 
Moore and his team at Qualcomm 
did better and put it together in 
just 90 minutes and as required, 
wrapped it in a plastic sheet and 
actually rowed it across a 
swimming pool. 

At the end of it all, Moore was 
amazed at how the exercise helped 
generate lots of fun, and at the 
same time allowed team members 
to relate to their real life work 
environments. He should know, 
for Moore had earlier attended 
other team-building exercises but 
this, he feels, was very different 
and out of the box. *Others have 
been either more academic or class- 
room- type sessions or there were 
things like say a whale-watching 
tour, where the team got to spend 
time together, which was great, 
but there was little gained that one 
could relate back to work." 

Boat-making, says Kripalani, 
was a task that had an element of 
fun but which simulated a real life 
work-under-pressure environment. 
People in the team had to debate, 
resolve conflicts and reach a reso- 
lution and in good time or the 
project would sink. 

And if all that proves inade- 
quate, you always have the samba to 
catch the rhythm of team-building. 
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A Very Good 


Browser 


Mozilla's Firefox 3 is lighter 
and more versatile than 


Microsoft's Internet Explorer 7. 


KUSHAN MITRA 


T'S ALREADY HUGE. SURFERS 

downloaded 8.3 million copies 

of the new Firefox 3 on June 
16, the day it was launched. But, 
that number does not answer one 
crucial question: how good is 
Firefox 3? 

It is lighter than other browsers 
and makes browsing a lot more 
pleasant, particularly compared to 
Microsoft Internet Explorer (IE) 6, 
which is what one could call *bloat- 
ware^—software that has been 
bloated with all sorts of useless 
stuff. The earlier versions of Firefox 
quickly became quite popular as a 
viable alternative to IE. 

The nicest thing about Firefox 3 
is that third-party vendors can 
develop all sorts of applications 
that feature as plug-ins into the 
browser. Of course, several of the 
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plug-ins are 
quite silly, and tend to make Firefox 
fairly bloated too, but the logic is 
simple. If you want your browser to 
be nice and light, you can have the 
plain vanilla Firefox, plus, maybe, 
one or two plug-ins—such as the 
Google toolbar. However, if you 
want more bells and whistles in 
your browser, you can do that as 
well. Some of the plug-ins are fairly 
useful. Toolbars work on all 
browsers, but Firefox has plug-ins 
that allow you to work your web- 
email as an online drive, store 
online bookmarks, and, of course, 
there's Greasemonkey, which 
allows people to make changes in 
the way they view pages. Firefox is, 
therefore, infinitely customisable. 

For people who have light 





«Others, particularly some peo- 
plé who are running Greasemonkey 
applications, have complained that 
the first version of Firefox 3 
resource hog. 


The other main change with 
Firefox 3 is the “security enhance 
ment”. The problem is that most of 
these changes are not visible and 


they said the same thing about 
Microsoft Vista. But on thi 

day of release, one security organ 
isation claimed that there wa: 
breach in the browser's defens 


users clicked a malicious link. Not 
that it stopped anybody from using 
Firefox, though it is likely thar che 
first patch will go out very soon. 
which can't be very good for thi 
egos of the people who built it. So. 
should you use Firefox 3 S, 


definitely. At least give ii 


Simply Fantastic 


The LG Scarlet is probably the best TV in the market today. 


OLANGE WILVERT WAS A 14- 

year-old when they discov- 

ered her; now, at the age of 
20, she's the face of LG’s new 
Scarlet television. The TV is a good 
looking one, even though you can't 
quite understand the hole in the 
middle. Jokes aside, the Scarlet is a 
fantastic piece of equipment, It is 
very slim for an LCD, but its best 
feature is picture quality—brilliant 
colour and brightness. Playing the 


Muscles Maniis on vac 





fantastic new Xbox360 title Nive 
Gaiden II through the Componen: 
HD input of the Scarlet is a pleas 
ure. Yes, it is a tad expensive, and 
may scem over design d. | 

technically, this is probably rhe 


best LCD TV in the marker. Py 
Start at Rs 37.000 for the 32-inch 
model. The 42-inch and 47-inch 


models cost Rs 1.09 lakh a 
1.6 lakh, respectively. 


n. His column will resume from the next issue 





On the Job 


WHEN ANIL AMBANI DECIDED TO BUILD A BROKING 
and investment firm from the scratch, he zeroed in 
on KESHAV SANGHI, the former Head of Equities at 
Deutsche Bank in India. Sanghi, 38, is the CEO of 
the firm and expects to kickstart full-fledged 
operations by August 2008. A graduate with a degree 
in International Finance from the University of 
Texas at Austin, Sanghi has had an interesting mix 
of stints before coming on board Reliance Equities 
International. Prior to Deutsche Bank, he worked at 
JP Morgan, HsBc and IL&FS and was based in Hong 
Kong and Mumbai. Sanghi has been roped in along 
with 40 others and the firm will have a staff of 
100 by the end of the year. Sanghi was not available 
for comment, but he will need all his professional 
acumen to meet the ambitious targets of his firm— 
to take on the global banks, initially in broking 
and then investment banking. 
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In a New League 


WHEN SHE IS NOT PUTTING HER VAST EXPERIENCE IN 
consulting and technology to good use, PADMA 
RAVICHANDER, 47, likes to cook gourmet meals 
for family and friends. For now, though, it's time for 
her to rustle up ways to tackle human capital chal- 
lenges as she takes over as the new Managing 
Director of Mercer in India. She joins Mercer 
from Perot Systems, a leading IT services company 
where she served as the President and Managing 
Director for India and Asia Pacific. Ravichander, 
who likes to collect wine from all over the world, 
has an equally heady mix of experience across 
Oracle, HP and MCI Canada. At Mercer, a clear 
priority for her will be *to evaluate potential syn- 
ergies in our different lines of business, and develop 
ways to partner with customers in driving their 
overall strategic imperatives in terms of talent ac- 
quisition and management". Ravichander seems 
to have a lot on her plate, already. 





NISHIKANT GAMRKI 


The Taste of Success 


YEARS AGO, WHEN PARTHIBHAI BHATOL TOOK THE REINS OF INI i 
Verghese Kurien, the brain behind the White Revolution, to become the first farme! 
try to lead Gujarat Co-operative Milk Marketing Federation (GCMMF) a.k.a. An 


ics didn't buy the move. Bhatol, 64, however, has silenced them aii with a stell; 


his watch, GCMMF's turnover bumped up 39 per cent from Rs 3 7 74 t 
Rs 5.255 crore in 2007-08. Says a confident Bhatol: “We are aiming to cross Rs 6,500 crore 


by next year and Rs 10,000 crore 2-3 years down the line." The champion of marginalisec 
farmers. Bhatol started his career as a primary school teacher. He can now surely teach some 


valuable lessons in business as well 
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A New Jaunt 


WHEN MOST OTHERS GET CUSHY AND BEGIN TO 
consolidate on their years of toil, PRATAP BOSE, 45, 
has chosen to quit as CEO, Ogilvy & Mather India— 
a slot that he had worked up to for the past 15 years. 
He has moved as COO to Mudra, an agency whose 
burning ambition to crawl up to the top slot has not 
been exactly hidden. “I found the thinking at Mudra 
intellectually far superior and that got my juices flow- 
ing. Madhukar (Kamath, Mudra’s MD & CEO) has a 
clear vision and strategy about what they want to be 
in the next three years,” he says. Indeed, Mudra 
Group has left no stone unturned in its bid to 
become a full service agency by bringing back 
media under its fold, unlike most others that have 
long chosen to hive off their media functions. A 
Chartered Accountant by training, Bose will get 
to drive Mudra’s non-traditional businesses such as 
Kidstuff (promotional marketing), Tribal DDB (dig- 
ital) and Primesite (out of home), among others. 


Under the Aegis 


F ANYONE CAN MAKE THINGS HAPPE 


เพ พ ล ร ง 5 LIHOVM 


The Global Indian 


RAJAT GUPTA HAS GOT 
versatile corporate personalities of our tii 

59, has recently been anointed Vice ( 
International Chamber of Commerce (ICC) arx 
begin his two-year term on July 1, 2008. 
new job at ICC, Gupta is expected to pla 
larger role around the world. “Like 

ICC's founders, I believe international 
trade and investment are critical 
factors for economic growth and 
job creation, with important im- 
plications also for cross-border co- 
operation," said Gupta in a state- 
ment. Gupta, who's also the Founder- 
Chairman of Indian School of 
Business, holds the dis- 
tinction of being the 
first non-American 
and the first Indian 
to head one of the 
most elite consult- 
ing firms in the 
world, McKinsey 
& Company in 
1994. He achie- 
ved that feat in 
1997 and in 2000, 
was re-elected as 
McKinsey's 
Managing Director 
again. With him at 
the helm, McKinsey 
grew at a scorching 
pace. For Gupta, the 
new job might not call 
for a different set of 
skills, but has surely 
added another facet to 
his personality. 
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AEGIS MEDIA GROUP IN INDIA (WHICH OWN it | Bi 


it must be ASHISH BHASIN, who's just quit after his two-decade tenure at Lowe Worldwide, and ha 
it as Chairman India and CEO, South Asia. But from here on, it will be a rough uphill task for Bha 
43, who faces the task of bringing back Carat to its ‘full potential.’ Aegis has had a chequere 


in India and it got further complicated when it forged a joint venture with Percept Group in 20 
eventually fell apart. Also, the group has seen a huge change in tts top leadership. His work d 
end here; he has to keep track of the entire region as well. That should not be too difficult for BI 
who has an enormous amount of goodwill backing him. A case in point: his old organisation con 
to man his office even a week after he had moved on. 
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AGE: 59 

DESIGNATION: Chairman 
COMPANY: Jet Airways 
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A Troubled Ace 


ARESH GOYAL MAY BE THE POSTER BOY OF INDIA'S POST-REFORMS CIVIL AVIATION 
industry, but the last year has not been a great one for him. First, several 
senior and middle managers quit Jet Airways to join liquor baron Vijay 

Mallya's Kingfisher Airlines, which has, within three years, stolen the limelight from Jet 
on service parameters. Worse still, after Mallya's acquisition of Air Deccan, the 
Kingfisher Airlines Group, with a share of 28.4 per cent of the domestic market, is breath- 
ing down the neck of Jet Airways Group (Jet and JetLite), which had a share of 29.1 per 
cent of the domestic market in May 2008. But considering that an airline executive 
admitted that Jet, which, like all other airlines, is grappling with high ATF costs, actu- 
ally loses money on every seat it sells, a loss of market share may not be such a bad thing. 

Goyal, who is desperately hunting for funds for Jet Airways’ expansion, has seen those 
plans stymied. The Jet Airways stock was trading at Rs 535 when Business Today went 
to press, less than half its issue price. The massive decline in Jet's valuation, coupled with 
the current market slump, has forced Goyal to put off a planned $400-million 
(Rs 1,720 crore) rights issue several times. Of course, the biggest loser in all this has been 
Goyal himself. A London-based NRI, he has seen his wealth drop from an estimated £780 
million (which assured him a place in the top 100 of The Sunday Times Rich List in 
Britain) to an estimated wealth of £420 million (placing him outside the top 200). 

In addition, the JetLite acquisition has also turned sour and a war of words has 


Transfer erupted again over tax liabilities arising from the sale where both Sahara and Jet 
claim that the other party will have to pay Rs 100 crore as tax. However, Goyal has faced 
money trouble before and survived. The man from Patiala slept in his uncle’s office as a young 


man and rose to the top despite hurdles. Things may be bad today, but Goyal is 
from your mobile more than a capable pilot for his airline. 

KUSHAN MITRA 
SMS ‘Airtel’ to 843219 


(toll free) 
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argy or wind power, hydrogen promises a significant reduction in CO? emission and freedom from dependence on fossil fuels. 
jacting the earth's climate. BMW Hydrogen 7, the world's first hydrogen-powered luxury sedan sets a milestone in sustainable 











Our formula for the future: H20 not CO: 


The only product of hydrogen combustion is water vapour. Produced from regenerative power sources such a 


By developing automobiles with hydrogen-powered combustion engines, BMW realises the dream of sustainable | 


personal mobility for the future. 


BMW. With leadership comes responsibility. 


For more information visit www.bmw.in. 
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YOUR NEW BLACK & WHITE 
PRINTER ALSO DELIVERS 
EXCELLENT COLOR. 


The new HP Color Laserjet CP1215 and CP 

you print black-only pages for the same cost’ HP blaci 
white LaserJet. And that's not all, they deliver 2 

more vibrant colors plus impeccable color cc 

the first page to the last. Impress with color. Save with black 
white. The next generation of HP Color Laserjet 


HP Color LaserJet 
CP1515n Printer 


Rs. 21,699 /. 
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HP Color LaserJet 
CP1215 Printer 


Rs. 17,299/- 

* Up to 12 ppm 

* 264 MHz processor 

* 16 MB device memory 
* ] year on-site warranty 
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From The Editor 


ITH INFLATION AT 11.63 PER CENT (AT THE TIME 

of writing) and rising, it is hardly surprising that 

the Indian middle class consumer is 
pinching her pennies. With sharply rising interest rates 
on loans to finance everything—from homes and cars to 
two-wheelers, personal computers and holidays—it's 
no wonder that the credit culture embraced by con- 
sumers in a happier, low-interest rate regime not so 
long ago is now finding few or no takers. On the con- 
trary, those who're locked into loans to finance their 
homes and other purchases are finding themselves fork- 
ing out much more than what they bargained for origi- 
nally. Obviously, this affects how much discretionary 
income they have left to spend on other goods and 
services. Soaring oil (and, therefore, transportation) 
costs have not made things easier for the consumer. 

So, what are marketers doing about it? Of course, 
some of the answers to that are no-brainers: discounting, 
cutting costs and skimping on marketing spends. But 
it’s trickier than just those age-old reflex actions that 
economic slowdowns trigger. For our cover package, 
Assistant Editors, Rachna Monga and Anusha 
Subramanian (aided by other colleagues) spoke to mar- 
keters from a cross-section of busi- 
nesses to see what each industry is 
doing to woo customers. 

Our cover package also includes a 
story that tracks malls and other retail 
outlets to see whether customers are 
crying off en masse or merely down- 
trading or hunting for bargains. A 
third story by Assistant Editor Rishi 
Joshi focusses on the Big Evil itself, the 
rate of inflation, and tries to gauge how much further it 
could rise and what signals you should watch our for. 

A man called Nikhil Gandhi plans to invest $20 
billion (or Rs 86,000 crore) over the next 10 years into 
infrastructure projects that include everything from 
logistics, power and Special Economic Zones to ports, 
tourism and healthcare. Just what is the story behind ski 
Infrastructure’s Nikhil Gandhi and just what is his am- 
bitious game plan all about? In Is This Man for Real? 
Senior Editor Virendra Verma profiles Gandhi (page 84). 

At the time of going to press, there was frenetic poli- 
tical activity in the capital with the Congress-led United 
Progressive Alliance (UPA) trying to cobble together sup- 
port for the coalition after the Left, irked by the Indo-us 
nuclear deal, seemed set to pull its support. As the UPA’s 
inning winds down, we take a look at what it has achieved 
in its four years at the helm (A Mixed Bag, page 66). 

At a time when the stock market has tanked and the 
bulls have run for cover, we present the fifth annual sur- 
vey of India’s Best Equity Analysts. Our survey of fund 
managers throws up 11 analysts whom they rate high 
(from page 91). Check them out. 


Sanjoy Sayan, 


SANJOY NARAYAN 
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for Mukesh Ambani. 
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he's building castles in the 
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ignore Nikhil Gandhi and 
his grand game plan of 
sinking $20 billion into a 
clutch of big-ticket infra- : 
structure projects. Nikhil Gandhi 
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Raman Roy and SPIC Group's A. C. Muthia 


LEADERSHIP SPOTLIGHT 
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BPOs: Battling Odds 

BUSINESS TODAY'S ROUND TABLE ON 
the Indian BPO industry (BT July 
13) was indeed timely, as it raised 
some pertinent questions. The BPO 
industry for many years has been 
the Golden Goose of Indian econ- 


Functional Autonomy for IIMs 

THE BT-NIELSEN RANKING OF INDIA'S 
top business schools (aT, July 13) 
highlights the state of B-school edu- 
cation in the country. Barring the 
top dozen B-schools or so, and these 
include the IMs, there are not enough 
quality management schools in India. 
This lacuna will only blunt our com- 
petitive edge in the long run. IIM-A 
has once again shown why it's No. 1. 
Granting absolute functional auton- 
omy to all the nms will surely help in 
getting the best out of them. 


4 UMASHANKAR, through e-mail 


Mittal that our education system 
has to change. Our BPOs are go- 
ing to find it difficult to sustain 
their low-cost model if they have to 
spend their resources on teaching 
soft skills to their employees. Our 
colleges should be doing all this. 


Emotion Ranks Low in Business 

1 CANNOT UNDERSTAND WHY SO 
many people in the country were 
surprised by Malvinder Singh sell- 
ing his family's stake in Ranbaxy to 
Japan's Daiichi Sankyo. In your 
feature Who's Next? (Br July 13), 
you have pointed out that many 
Indian pharma promoters are emo- 
tionally attached to their businesses 
and they won't cash out if such 
an opportunity arises in future. I 
think we need to grow up now. If 
we can buy foreign companies, 
then why can't we be bought by 
them? I must say, Malvinder Singh 
has shown great business sense 
and maturity by selling out for 
nearly Rs 10,000 crore, a price 
that Ranbaxy wouldn't have got 
for a long time. I hope, other 
Indian companies will take heed 
from the Ranbaxy example. 

R. NAGRANI, through e-mail 


Correction 


B. RAJASEKARAN, through e-mail 


IN THE STORY, ONE-YEAR MIRACLE 
(BT, June 13), uM Lucknow was inad- 
vertently stated to be starting its 
executive MBA programme in 2009- 
10. It was launched in April 2008. 
The error is regretted. 


omy; not only has it been growing 
at a scorching pace but it has also 
been one of the largest employers 
of the country's young workforce. 
But as the round table discussions 
revealed, the going may not re- 
main as good going forward, given 
the dramatic changes taking place 
in the global economy in general 
and in the Us economy in particu- 
lar, which is the biggest source of 
revenues for Indian BPOs. À pro- 
longed slowdown in the us is cer- 
tainly going to reflect in the order 
books of many of our BPOs, as for- 
eign companies are likely to begin 
looking for cheaper outsourcing 
destinations such as the Phil- 
ippines—whose currency is weaker 
than the Indian rupee—to shave 
costs and stay profitable. However, 
slowdown and rising inflation are 
part of an economic cycle which, 
one hopes, will end soon. A greater 
threat to our BPO industry is posed 
by poor infrastructure and an acute 
shortage of skilled manpower. 1 
agree with Nasscom President Som 


Fuel Price Hike was Unavoidable 
IN YOUR EDITORIAL DECONTROL 
Retail Prices of Oil (Br, June 29) 
you have made some very valid 
observations regarding our re- 
sponse to the global crude price 
hike. Oil is a political commodity 
in India, and usually governments 
are loathe to tinker with its price 
unless it becomes absolutely nec- 
essary, as it has in the present cir- 
cumstances. But increasing the 
retail prices of fuel is at best a soft 
solution under the circumstances 
when global crude oil prices are 
threatening to go past the $150- 
mark and even higher. We should 
try to curb demand by further re- 
ducing the subsidy component on 
oil by imposing a bigger price hike; 
in addition, we should also levy 
extra excise duty on big cars. Only 
then will we be able to bring down 
the ever-increasing demand for oil 
in the country. 

R. THOMRE, through e-mail 
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Don't let anything slip your mind. 
Post-it?^. Remember it. 


Post-it* Notes are a great way for busy people like you 
to remember, organize and communicate. Use 
Post-it? Notes for reminders, messages for self or 





others, noting down numbers or information when on 
RE REMEMBER ORGANISE — COMMUNICATI 
€ Notes the phone, creating to-do lists, leaving comments on | g - 
๑ r Oi a E = 
| paper or even using it as a bookmark. When people [ ] FS wy 


—— count on you, you can always count on Post-it” Notes. 


SIART WITH A BIG DREAM, 
AND THE REST WILL FOLLOW. 


HP Multi-function Printers. Dream Big. Achieve More. 


Great things happen to those who dream big. The HP Multi-function 
Printers support dreamers in achieving their goals. They enable you 
to print, scan, copy and fax with dreamlike ease. And once you add 
original HP cartridges for best quality prints, you have a machine 
that helps you dream bigger and achieve more. 


For more details, log on to www.hp.com/in/mfp 


ค น CS HP COLOR LASERJET CM1312nfi MFP 
ร 2 ri ES ) er — =) "^I * Network ready laser color print, scan, copy and fax 
nV Eze M * Up to 8/12 ppm (Col/B&W)'- print and copy 


= - | * Free In-house Marketing Starter Kit worth Rs. 15,000* 


Buy HP CARE PACK to extend warranty to 3 years. 


“Buy on HP Officejet Albin-One or HP Laserjet MFP between 23rd June 2008 and 31st October 2008 and get a chance to win above prizes Customer to send copy of purchase invoice along with printer serial no., his name, address, email id ond tel no. 1 ๐ HP SRK 
Full datois at hp.com inv printerpromo * To know more about HP Care Pack E-mail at peace.of mind@hp.com | Dependent upon document type ond printer mode. opproximote figures Exod speeds will vary depending on the system confiquratan, softwar 
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HP OFFICEJET ALL-IN- ONE J6488 ; 
| | | MARUTI SWIFT 
* Print, scan, copy, fax with automatic two sided printing WT = Pp 
* 35 page automatic document feeder 10 7 ค 0 ก? 
* Built-in wireless and Ethernet 20 SONY HANDYCAMS 
50 SONY DIGITAL CAMERAS 
Call 3030 4499 (from mobile, prefix your STD code) 


or 1800 4254 999 (toll free, from MTNL/BSNL lines) SMS ‘HP’ to 57575 


ve Brands Pvt. Ud., 94, Shambhu Dayal Bagh, Old ishwar Nagar, Opp. Olkhla Industrial Extote, New Delhi 110020 
ment complexity. **Conditions apply. © 2008 Hewlett-Packard Development Company, LP 
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Uncertain Consumer 


F YOU ARE ONE OF INDIA'S MIDDLE CLASS CONSUMERS, 
lass are you are beginning to tighten your purse- 
strings. After all, we've gone from ‘India Unstoppable’ 
to ‘India Plummeting’ in just a few months. Back in 
January, things were far from this grim. The Sensex was 
at nearly 21,000, and the bet was that it would touch 
25,000 soon. Yes, subprime was a big concern in the us, 
and food prices were beginning to climb, as were oil 
prices. Yet, India, fuelled by a large domestic population, 
foreign investment and a resurgent India Inc., seemed 
immune to the problems plaguing the world's largest 
economy. Now, it's clear that India isn't so immune. In 
fact, in some sense—given its vast population of poor— 
it is more vulnerable. Every time prices of food items 
like wheat, oils, vegetables and meat go up and incomes 
don't, the less affluent have no choice but to either trade 
down or buy less of these items. 

What has hit consumers harder this time around is 
the fact that they are faced with inflation in not one or 
two items but a variety of them. Take fuel oil, for ex- 
ample. The government has increased prices of petrol, 
diesel and LPG and everyone is hurting, but the irony is 
that the oil marketers are still selling at a loss. Global 
crude prices show no sign of easing—on the contrary, 
they continue to climb. Food prices are going up glob- 
ally because of various reasons like short supply, di- 
version of crop to manufacture biofuels, and increased 
consumption by newly-prosperous nations like China 
and India. Interest rates are going up because govern- 
ments around the world are keen to moderate 
demand as a strategy to ease commodity prices. With 


Missed Opportunity 





UPA regime: Crossing the reforms hurdle 
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The mall rush: Al! roads lead to discounters 


the result, not only have households had to deal with a 
sharp drop in the value of their equity investments, but 
they have also had to fork out more for their loans—be 
it for their homes or cars. Worse, the days of 25-30 per 
cent annual hikes in white-collar salaries may be over 
—at least for now. 

Yet, there might be something good that comes 
out of this painful phase. Marketers, for one, may 
emerge stronger due to cost cuts and improved pro- 
ductivity. And given that there are millions of Indians 
who are still on the fringes of the consumer market, the 
lessons learnt by marketers in a slowdown like the 
one we are experiencing may help them penetrate 
deeper into the consumer pyramid. For now, though, 
they'll have to deal with wary consumers. 


HEN THE CONGRESS-LED UNITED PROGRESSIVE 
Alliance (UPA) came to power in 2004, there 
was a good deal of expectation, particularly in the busi- 
ness community, that this would probably be a term 
marked by version 2.0 of India's economic reforms. 
After all, the dream team that kick-started reforms back 
in 1991 was back: Manmohan Singh, P. Chidambaram 
and Montek Singh Ahluwalia, who made up the tri- 
umvirate that had flagged off the much-applauded 
process of liberalisation, were again in charge, albeit in 
somewhat different (read: more powerful) avatars. 
Sadly, that was not to be. The UPA’s track record on 
reforms in the past four years has been pathetic. Blame 
that partly on the nature of coalition politics, which is 
essentially based on keeping different constituents 
happy even if it means tough compromises. But more 
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than just coalition politics, it was the nature of the coali- 
tion that put paid to whatever sequel the “dream trio’ 
may have scripted. The UPA’s dependence on the Left's 
external support, in effect, hobbled whatever good 
intentions that these reformists may have had. 

What is worse, the opportunities to push forward 
the reform agenda—whether it is PSU disinvestment, 
pension overhaul or financial sector reforms—were 
missed during a period marked by buoyant growth and 
a generally upbeat business and economic environ- 
ment. The UPA's four years in power saw an average of 
8 per cent plus growth in GDP, increased tax collections 
and good corporate performance. They say 'strike 
when the iron is hot’. The UPA, hamstrung as it was by 
its support from the Leftist ideologues, did not. 

Cut to the present. The Congress is now allying with 
the Samajwadi Party after the Left has threatened to pull 
its support as it opposes the proposed Indo-us 


The Last Straw? 


ARGINALISED POLITICIANS HAVE. VERY OFTEN PLAYED 
Mire reservation card to avoid slipping into ob- 
scurity. It was V.P. Singh who first initiated this trend 
in 1990 by implementing the Mandal Commission 
recommendations for quotas for OBCs in government 
jobs. Since then, politicians of all hues have used reser- 
vations as a tool to enlarge their political base and 
garner the support of backward castes and sc/srs. The 
current HRD Minister Arjun Singh is only the latest to 
join the bandwagon. After having pushed through a 
quota for OBC students in higher education, the HRD 
ministry under Singh has now ordered IITs to intro- 
duce—with “immediate effect"—quotas in the teach- 
ing faculty for scheduled castes, scheduled tribes and 
OBCs. The government order lays down 15 per cent 
quota for SC, 7.5 per cent for STs and 27 per cent 
quota for OBCs in teaching positions. IITs currently 
don't have reservation for faculty members. 

Predictably, the move has led to widespread 
opposition in the irrs. For good reason. The latest 
HRD ministry salvo would mean compromising on the 
standards of faculty in the irrs that, in turn, would 
affect the quality of education. This would deal a 
body blow to the reputation of these institutes, which 
are known across the globe for their high academic stan- 
dards. Already, the irrs have found it difficult in recent 
times to attract and retain quality faculty largely due to 
the low pay scales. For instance, the basic salary of a lec- 
turer is just Rs 10,000 per month. As a result, the irrs 
are understaffed by 30 per cent. 

Then, finding qualified candidates in the sc/sr and 
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nuclear deal. While this is an alliance for : 
unfortunate that such an alliance is coming 
of, say, right at the beginning of the UPA’s tet 
things could have been very different. 

Still, better late than never. The best 
could have happened for the UPA is the mat 
of the Left. For four years, the CPM and ott 
ties have been like a thorn in the UPA govern 
obstructing every move to take the refo) 
forward. Now, finally, in its last lap, the C 
coalition has a wider support base in ] 
Although it comes at a time when inflation 
and economic growth slowing, this may 
opportunity for the Congress to push throug 
cisions that'll help reforms along. Will it di 
a tough call, particularly in a year that is not 
up to general elections but also one that i: 
economic distress. 








Faculty lesson: Reservations is the wrong an 


OBS category to fill the vacancies will not b: 
experience with reservations in higher edu 
demonstrates. A study done by the IITs 
shows that 50 per cent of the seats reserve 
and STs remain vacant, and of the remaii 
cent, 25 per cent candidates fail to pass th 
a way the government has acknowledged tl 
irrs would be allowed to dereserve the posts 
if they do not get filled despite “best effo: 
Given this backdrop, implementing 
ment's reservation policy will be tough. 
objective of helping sc/sr and OBC stud 
better achieved by undertaking a complete 
the education sector. The answer lies in st 
primary education, which can provide the 
the underprivileged sections of the sock 
pete with the best and make it to India’s bes 
on merit. Reservations don’t address the p 
can only be a stop-gap arrangement at be: 





The HP Travel Battery in HP Business Notebooks 
gives up to 8 hours of battery life so your battery never dies out on you 
And you can work anywhere you go with complete peace of mind. 





The TPM-Enhanced DriveLock in 
HP Business Notebooks protects the hard drive by a strong, random pei 
so your data is protected at all times from any kind of unauthorised access. 


HP, the world's technology leader regularly delivers amazing produ 
services that add more value to your business. When you buy one fe 
example, the HP Compaq 2710p Business Notebook PC. powered ™ 
Intel® Core™2 Duo Processor, you get features that are world-leadir 
cutting-edge. Which is why, HP is the preferred technology partner 
companies the world over and for peace of mind everywhere you g 
backed by our exclusive HP Total Care services. 


So partner with the leader in the business and be o sure-fire winner. 
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| HP Travel Battery 







gives up to 8 hours of 
battery life without charging. 
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GENUINE HP 
TRAVEL ACCESSORJES 
| HP Smart Adapter — FOR ULTIMATE 
elton inal Mie Rimini. EFFICIENCY, PRODUCTIVITY 
| AND SECURITY. 
Business is always critical, specially to those who 
hos — C travel long distance often. You need to be careful 


| HP Carrying Case 





features an adjustable, heovy-duty and choose the right notebook accessories to 


houlder strap í liability, n PE 
— OF ORNS ร ะ ว 5 ร stay efficient on the run. Which is why, HP, the 


leader in Professional Business Solutions, strongly 


recommends Genuine Travel Accessories for your 






x HP Business Notebooks. These accessories add 
— —— more value to your business, and fit your budget 
HP Optical Travel Mouse ต | 
offers easy access to system applications, too. So, ask for Original HP Travel Accessories 

websites and more on the run. and see your business growing. 
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Robust Pipeline 


Massive investment-led demand may help the 
economy tide over the slowdown. RISHI JOSHI 


— 4 = ` 
JSW Steel: One among several other companies that have major projects lined up 


Monetary Fund (MF) has halved growth estimates for the world 

economy this year to 1.8 per cent from 3.6 per cent last year. And 
India is already feeling the heat. The Federation of Indian Chambers of 
Commerce & Industry (FICCI) is worried. Says Harsh Pati Singhania, 
Senior Vice President, FICCI: “It’s important to note that Indian industry 
has been subjected to successive rate hikes over the last one-and-a-half years. 
This is leading to a moderation in growth rates as is clearly borne out by 
the Index of Industrial Production (nP) numbers." 

The government, though, has repeatedly emphasised that the Indian 
economy will maintain its brisk 8-9 per cent growth rate this year as well. 
Arvind Virmani, Chief Economic Advisor to the Finance Minister, believes 
that “consumption levels will remain high to sustain investor confidence 
and the investment to GDP ratio will remain close to last year's level of 38 
per cent". This view is shared by the Confederation of Indian Industry (C1), 
which feels that India can weather the storm of a global slowdown. 


T* STORM CLOUDS ARE GETTING DARKER. THE INTERNATIONAL 


Trends 
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The fortnight's burning question. 


WILL THE BSE SENSEX 
DROP TO 10,000 THIS 
YEAR? 


Yes. Shankar Sharma, 
Co-founder, First Global 
Securities 

It seems that the five-year-long bull 
run is finally over. Emerging markets 
such as India and China are show- 
ing signs of a drop in growth rates. 
Inflation and the tight liquidity sit- 
uation are affecting fundamentals 
across the board. | expect the mar- 
kets to fall further to about half the 
level of its January peak; in other 


words, to 10,000-levels. — .- 
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MAJOR PROJECTS UNDER IMPLEMENTATION 
These projects are expected to be completed in 2008-09. 


Company Project Cost* 
Reliance Petroleum Jamnagar SEZ Refinery Plant - 27,000 
JSW Steel Vijaynagar Steel Expansion Plant 20,000 
Tata Steel Jamshedpur Steel Expansion Plant 11,000 
NTPC North Karanpura Power Plant 8,000 
Tata Power Sonbhadra Power Plant 8,000 
*Figures in Rs crore This is an illustrative list only Source: CMIE 


"India can record a GDP growth 
rate of about 8.6 per cent dur- 
ing 2008-09, given the in- 
creasing capital expenditure by 
the private sector and the 
healthy incremental capital out- 
put ratio of around 4," the 
chamber said in a study. 
Mumbai-based think tank 
Centre for Monitoring Indian 


ROBUST PIPELINE Economy (CMIE), too, concurs. 


e NUS M hal In fact, it expects the Indian 
up in India Inc.'s investment plans. economy, driven by large ca- 


Outstandin Wi Hor CNN | 
0 eae eo 


9.5 per cent during the cur- 
June 2007 12,558 45,06,543 rent year. According to CMIE es- 
Sept. 2007 13,256 49 15 649  timates, fresh investments of 
Dec. 2007 13,978 5439169 Rs 4,44,708 crore over 400 
March 2008 14,452 60,96,450 projects were announced in 
Vis ia Rs crete Source cup the first quarter (April-June) 
of this financial year alone. 
This comes on the back of 
equally robust numbers in 2007-08, when more than 3,000 new projects, 
entailing investments of over Rs 17 lakh crore, were announced. What's 
more, there were 14,450 projects with committed investments of more 
than Rs 61 lakh crore in the pipeline at the end of 2007-08. Sectors like 
power, services, construction, mining, machinery, chemicals, metals 
and metal products have the maximum number of projects lined up. Says 
Mahesh Vyas, Director, CMIE: “A healthy project pipeline bodes well for 
the economy in an otherwise uncertain environment. Our optimism stems 
from the fact that the capex boom in India is continuing and more and 
more fresh investments are being announced every quarter.” 
Economists, however, caution that this doesn’t mean that the 
economy will be completely insulated from adverse macro economic de- 
velopments. Most feel that there is bound to be a slowdown, particu- 
larly in manufacturing, as higher interest rates will continue to bite. But 
the strong project pipeline means that the government's projected 
growth rate is entirely achievable. Says Sachidanand Shukla, Economist, 
Enam: “Investment demand can be very fickle and many of the new 
projects may not take off. However, given the robust pipeline, even if 
half of the projects proceed on schedule, it should be enough to ensure 
a growth rate of about 8 per cent." 





20 BUSINESS TODAY JULY 27 2005 


INDIA INC. ON A 





INCE THE LANDMARK ACQUISITION 

of Corus by Tata Steel, Indian 
steel companies seem to have 
developed a hunger for acquir- 
ing steel companies and raw ma- 
terial assets across the globe. 
Tata Steel itself has acquired a 
coal mine in Mozambique with 
reserves of 1.94 billion tonnes 
and an iron ore mining opera- 
tion in Ivory Coast with reserves of 
over 750 million tonnes. Says 
Pawan Burde, Senior Research 
Analyst, Angel Broking: "Steel 
companies are expanding their 
operations abroad for three rea- 
sons. The primary one is to gain 
a cost advantage through back- 
ward integration. Then, buying 
assets abroad helps them ac- 
quire scale and capture a slice of 
the global market. And finally, it 
helps them diversify their product 
range." Essar Steel and JSW Steel 
are also aggressively expanding 
their footprints in North and South 
America and Africa. 


T.V. MAHALINGAM 


THE NEW CONQUISTADORS 


Indian steel companies are Snapping up 
manufacturing and mining assets abroad 


Tata Steel 
Assets: Corus, UK; coal mines, 
Mozambique; iron ore mines, Ivory 
Coast; chrome ore mines, South 
Essar Steel 

Assets: Algoma (Canada); and 
Minnesota Steel, US ง 
JSW Steel 

Assets: Iron ore mines, Chile; and coking 
coal mines, Mozambique 








Wildflower Hall, Shimla in the Himatavas 


Voted best spa resort in India by World Travel Awards 
in the 2007 Travel Agents’ Poll, 


The Oberoi Amarvilas, Agra The Oberoi Vanyavilas, Ranthambhore 
Rated the 6th best hotel in the world by Condé Nast Traveler Rated the 3rd best hotel in the world by Condé Nast Traveler 
in the 2007 Readers’ Poll. in the 2007 Readers’ Poll. 





DISCOVER UNIQUE MEETING VENUES AT THE WORLD'S BEST HOTELS 


Oberoi Hotels & Resorts offer a tranquil and aesthetically appealing environment with world class service 


ideally suited for exclusive meetings. 


la, 


e 
Oh TOI Potel Is & Resorts 


www.oberoihotels.com 


For further information, please call 1 800 11 2030, 011 2389 0606 or email: meetings @ oberoigroup.con 
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TOP OF 


Now, Diesel from Insect Poop 


7 What it is not: It is not the millions 
r | of insects that came with the mon- 
soons. which have been crunched in 


an oil press 


What it is: Well, it is using industrial 
microbiology to genetically alter in 


sects, which feed on decaying veg 
etation 
even better, diesel 
What? You read right, that big fat 
SUV on your driveway could be pro 
pelled by insect shit 

the shit we talk about is worth its weight 


and excrete crude oil, Or 


You're bullshitting, right? No, 
in black gola 

So how does this work? Well, it doesn't work as yet. But American start-up 
LS9, a company funded by IIT-Delhi grad Vinod Khosla (who happened to 
found Sun Microsystems) is actually pretty close to creating a bug that craps 
fuel. Well, it has already made a bug that excretes fuel. Now, it t just has to 
make a bug that excretes fuel that can run an internal combustion engine. 


จ 


Privacy? Not if you're on YouTube 


What happened? A US Federal Judge wf —— เก ร แร ร า รา รา ร ะ ฑา 
in California ruled that Google would | 


| comes ABO i^ ^ Imi 


have to hand over all user logs of |. 
x โห เบ ส พ น 


people's video viewing on YouTube — i 
bought YouTube in 2005. |I She ZUR EL. 


to media company Viacom. Google =~ 
poten Bie. 
Why? Viacom has filed a $1-billion ม ม ม LED 





Pave na 


(Rs 4,300 crore) lawsuit against ท ศศ ซา เล 
Google claiming that YouTube's pop- 

ularity depends on copyrighted material, including content from Viacom's 
channels such as Comedy Central and Nickelodeon. 


What will happen now? Google will turn over logs of all users who have ever 
watched a video on YouTube. That's colossal amounts of data, since it is believed 
that almost every regular user on the Internet has seen a video on YouTube at 
least once. In May, over one billion videos were watched on YouTube. 


And then? The data, which is expected to be anonymised, will be studied to see 
if "infringing" videos really do form the bulk of YouTube's traffic. 


What about privacy? Privacy advocates have long targeted Google for having 
too much information about its users and are touting this as a "| told you so" mo- 
ment since YouTube always contained infringing material. KM 
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ECONOMY WATCH 


INVISIBLES 
STATUS: $22,752 million for the 
quarter ended March 2008. 


A Real Godsend 
เน ไต ee 





Oct.- 
My ก [ด ร ร ร 15.530 
Sept. 0 
June '07 ud 14,400 
Figures in $ million Source: RBI 


IMPACT: The inflow of invisibles has 
been rising quarter-on-quarter and is 
helping offset, albeit only partially, 
the higher outflows on account of 
the higher oil import bill. To that ex- 
tent, it is helping check the balloon- 
ing balance of payments deficit. 


TRADE DEFICIT 

STATUS: India’s trade deficit for 
2007-08 zoomed to $90.06 billion 
from $63.17 billion in the previous 
year. This year, it’s forecast to in- 
crease to $124.7 billion. 


On The Rise 


2007-08 -90.06 





2006-07 





-63.17 


Figures in $ billion Source: RBI 


IMPACT: The negative trade balance 
has pushed the current account into 
deficit for the first time in seven years, 
during the January-March quarter of 
2007-08. With a slowing economy 
and rising oil bill, this could be a 
cause of worry for India's balance of 
payments. For the Reserve Bank of 
India, which is engaged in fighting 
inflation, it will present another prob- 
lem to be tackled. 


COMPILED BY KAPIL BAJAJ 


P-WATCH 


A bird’s eye view of what's hot and what's 
not on the government’s policy radar 





GOODBYE, EXPORT SOPS 


HE GOVERNMENT IS ALL SET TO WITH- 
ico the concessions extended to 
embattled exporters last year in the wake 
of the rising rupee. The Commerce 
Ministry feels that the ground reality has 
completely changed with the rupee depre- 
ciating almost 10 per cent against the dol- 
lar so far this financial year. Commerce 
Secretary G.K. Pillai (right) says: “The 
special benefits extended to exporters are 
likely to be withdrawn soon.” However, 
exporters will be given a two-month notice period to adjust their long- 
term export contracts. The sops given to exporters included enhanced 
duty drawback and DEPB rates, which will now be rolled back. 

RISHI JOSHI 


WIDENINGTHE AMBIT 
HE COVERAGE OF THE EMPLOYEES 


BROADENING THE NET Provident Fund Organisation (EPFO) 


m EPFO coverage to be widened 1S being widened. The newly constituted 
Central Board of Trustees of the EPFO has 
recommended an increase in the coverage 
of the fund to establishments that have 
. more than 10 employees. Currently, it is 
m Threshold coverage limit to mandatory for establishments with more 
be altered for the first time than 20 employees to subscribe to EPF. If 
in 48 years the new coverage norms are notified by 
the government, nearly 4-4.5 million peo- 
ple will be covered. This is the first time in 48 years that trustees felt the 
need to change the threshold limit for coverage. Clearly, there are 
rumblings of change at EPFO as competition in the form of New 
Pension System (NP5) is taking shape. 





m Establishments with more 
than 10 employees to be 
brought under the net 





SHALINI S. DAGAR 





WAIT AND WATCH 








x. 


WITH THE INFLATION RISING, 
mandarins at North Block now 
seem to have adopted a wait 
and watch policy. They are hop- 
ing that RBI's monetary meas- 
ures will have an impact over 
the medium term. It's also felt 
that a slowdown in the global 
economy will help rein in com- 
modity prices. Says a senior 
bureaucrat: "A good monsoon, 
coupled with RBI’s monetary 
policy intervention, should help 
bring inflation down to single 
digits by September-October.” 
For the moment, though, the 
government seems to have run 
out of options. 


RJ 


TRAI, IT SEEMS, IS TAKING (TS ADDITI- 
onal responsibility as the broad- 
casting industry regulator pretty 
seriously. It's apparently con- 
sidering the possibility of proper 
registration of cable operators, 
besides establishing quality of 
service norms. But even if TRA! 
does push ahead with the pro- 
posal, it'll have its task cut out 
given the abysmal service stan- 
dards of the industry, which 
has more than 50,000 cabie 
operators across the country. 


KUSHAN MITRA 
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When oil prices rise, stocks dip. 
Not necessarily yours. 


Worldwide, $12,435,616,438 of new wealth is generated daily, So, if your current bank 
offers you excuses rather than insight, perhaps it's time you had a Gold Conversation. 
For an in-depth discussion on our global banking services, simply contact your Citigold 
Relationship Manager. 


Just SMS ‘Global’ to 52484 or visit us at www citigold infi 


Pm, 


Information. n 








Source: Economist intelligence Unit Country Data 
Goid Conversation. Ca Never Sieeps and Arc Design are service marks of Cagroup inc Citigo and Citibank are regsserec service marks of Ciigroup inc or Citibank NA Terms and Conditions app^y For detued terms and coreeons [ต ศ ส ุ ร 6 re 
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NUMBERS OF NOTE 


NEWS 


MULAYAM SINGH YADAV 


$1.27 billion: Amount raised by 30 Indian 
companies through ECBs and Foreign Currency 
Convertible Bonds in May 2008 


1 6.0 1 per cent: Percentage of total income spent 
by working Indians on housing, according to a survey 
done by Ministry of Labour & Employment 


Rs 10,3 1 ,000 crow. ^«tment required 


to meet the 11th Plan (2007-12) น พ ~fincreasing 
power capacity by 78,577 MW 


DAS 


25. 4 per cent: The percentage by which the flow 
of credit from scheduled commercial banks increased 


Mulayam Singh: Thé einn Indo-US nuke deal. between April and June this year. Total bank credit 


during the quarter was at Rs 24,74,596 crore 

FORMER WRESTLER, WHO HAS BEEN FLOORED SEV- 

eral times i the political arena, Samajwadi 1 5.8 million: The proposed number of 
Party Chief Mulayam Singh Yadav suddenly aP- WiMAX users in India by 2012, according to 
pears to have found redemption for his sagging pO" Springboard Research 
litical fortunes, which were being singed by UP 
Chief Minister Mayawati. From his defeat in the Rs 300 crore: Amount SBI will | 

: get by selling 
UP Assembly elections in 2007 to becoming the its 2 per cent stake in NSE 
toast of the Congress Party, Yadav has shown that 
even in his 69th year, he has lost none of his 
Machiavellian political instincts that have seen him 
rise every time he has been down. 

Now, as the saviour of the Indo-US nuclear 
deal, Yadav is being feted by the ruling party as the 
man who can probably do no wrong. Past snubs and 
name calling are being dismissed as "misunder- 
standings". Yadav's Samajwadi Party (SP), which 
commands the loyalties of 39 MPs in the Lok 
Sabha, has become the white knight for the 
Manmohan Singh government. 

So, what's in it for Yadav—apart from the "na- 
tional interest"? Sources say Risa negotiate for $4 million: The amount raised by Berkshire 
some ministerial berths—at least two—after the Hathaway Chairman Warren Buffett for charity by 
Prime Minister returns from his G-8 jaunt in Tokyo. auctioning an annual dinner with himself since 2000 
one large business house considered close to him. $6.44 billion (Rs 27,692 crore): The value of 
Yadav, of course, didn't just blindly bat for the shares sold by Flls in the first six months of 2008, 
Congress ER opponents ; the biggest sell-off since India opened its doors 
woe codes 5) เล arian to them in 1993. In 2007, Fills had bought $56 
Muslim vote-bank, "Maulana" Mulayam, as he is pide: crore) worth of Indian 
called in some quarters, used former President | 
A.P.J. Abdul Kalam's ringing endorsement of the deal 70 t: 
to justify his support. That should come in handy for pum 
him when he launches his election campaign for the ; - 

| | | women in Nokia's 
Lok Sabha elections sometime soon. เพ อ ที ส์ ค อ 6 at its 


TEJEESH N.S. BEHL SEZ near Chennai 





SIPRA 


Rs 35.98. The Under-recovery incurred by 
oil companies on sale of a litre of kerosene 


E 1 24.7 billion (Rs 5,36,210 crore): India's pro- 
jected trade deficit in 2008-09, compared to $90.1 
billion in 2007-08. This is expected to rise further to 
$144 billion (Rs 6,19,200 crore) in 2009-10 


Rs 50-75 iakh: Daily losses suffered by 


low-cost carrier SpiceJet due to high ATF prices 


Percentage of 
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{THe Most Spacious THE 


WORLD HAS EVER SEEN. 
THE NEW BUSINESS CLASS. 


ONBOARD SINGAPORE AIRLINES NEW BOEING 777-300ER AIRCRAP | 
NOW ON NIGHT FLIGHTS FROM DELHI & MUMBA]. 
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Amount 
Company Sector ($ mn) 
MAHINDRA & MAHINDRA Automobiles 
STERLING & WILSON MEP Contracting 
TIMES INNOVATIVE MEDIA Out-of-Home Media 

f? icici Venture 

Amount 
Company Sector ($ mn) 
SHRIRAM CITY UNION FINANCE Fin. Services 
SAHYADRI HOSPITAL Hospital 
ARROW WEBTEX Textiles 

Amount 

Company Sector 


($ mn) 


NAHAR RETAIL Garments 
GLOBALLOGIC IT Products 
Designer Clothing 


SATYA PAUL 






ndia, op World Millionai 


Sil 


"M1 ! IDBI 
ILIUM VENTURE 

Amount 

Company Sector ($ mn) 
ANABOND Industrial Adhesives ป 


SHRIRAM FOUNDRY Auto Components (Electrical) 
FLASH ELECTRONICS Auto Components (Electrical) 
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Even as Fils pull money out of the country, 
private equity investors continue to see value 
in Indian businesses and are funnelling money 

into a range of pusis. 
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No. of deals in January to June 2008 Source: Venture Intelligence ~" 


The raks al nbi gow per artin 2007 as people in the emerging economies of India and China grew richer, san int 
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“I don't think anything so important happens 
after office hours that cannot wait till 
tomorrow... If it does, we just stay in office" 
Sanjiv Bajaj, Managing Director, Bajaj FinServ, in Business Standard 


“The scenario doesn’t look too gloomy for 
THE common man. He won't feel the pain as 
much as he did in 1998...Inflation will be 


tamed. But nobody can set a timeframe for it” 
Pronab Sen, Secretary, Ministry of Statistics and Programme 
Implementation, in The Economic Times 


“Watching movies is a ‘staple diet’ for the 
people (of India). So, I believe consumers will 
continue to spend on watching movies” 


Ajay Bijli, Chairman and MD, PVR Cinemas. on the impact of inflation 
on multiplexes, in Business Standard 


“I remember Steve (Ballmer) and I staying up 
late at night wondering if any software 
company, whether Microsoft or anyone, 
could ever get to a billion dollars in sales. 
That is a big number” 


Bill Gates, Chairman & Co-founder, Microsoft, in The Seattle Time 


“India can lead the development of mobiles be- 
coming the key access point for Internet access” 
Olli-Pekka Kallasvuo, Global President and CEO, Nokia, to TNN 


“Once things start slowing down in India, we 
think that the competition may give up. 


We see that as an opportunity” 
Martin Sorrell, CEO, WPP Group, in Mint 


“You have to encourage experimentation. You 
must hire people who don’t listen to you. You 
have to create a sandbox where people can 
play—and fail, often and early” 


Anand Mahindra, Vice Chairman & MD, Mahindra c Mahindra. 
in Harvard Business Review 


“We have nothing to do with the current 
sharp increase in oil prices. But oil is still 
cheap compared to prices of alternative 
energy products available" 


King Abdullah, King of Saudi Arabia, in Business Line 


“Yes, there is a sense of emotion, but | am 
working towards creating a mobile society” 


B.K. Modi, former Chairman & CEO of ModiCorp, after sellini his stake in 
Spice Telecom to Idea Cellular, in The Economic Times 
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RISEN: By 38.6 per 
cent, direct tax collec- 
tions during the first 
quarter of 2008-09, to 
Rs 57,373 crore, com- 
pared to 28 per cent 
and Rs 41,391 crore 
for the corresponding period 
last year. 





ACQUIRED: By the Reliance Anil 
Dhirubhai Ambani Group, a 26 per 
cent stake in Saudi Arabia-based fi- 
nancial services firm, Riyada 
Consulting. A few West Asian sovereign 
wealth funds and institutional investors 
will buy the balance 74 per cent, but 
control will vest with R-ADAG, which 
Will re-christen the company—which เร 
engaged in brokerage depository, in- 
vestment advisory, asset management 
and investment banking services—as 
Riyada Reliance Money. 


RISEN: By 8 per cent, car and utility 
vehicle sales in June 2008 over the fig- 
ure for the same month last year. 
Despite rising prices and an increase in 
excise duty on bigger cars, the sales of 
leading manufacturers like Maruti 
Suzuki, Hyundai Motors, M&M, Tata 
Motors and Honda Siel have all grown 
in June. 


JUST WONDERING ... 





DROPPED: By 5.9 per cent, assets of 
the Indian mutual funds industry in 
June. The combined assets under man- 
agement (AUM) of the 33 fund houses 
in India dropped to Rs 5,64,599.28 
crore at the end of June compared to 
Rs 6,00,266.32 crore in May, ac- 
cording to the AMFI. 


ACQUIRED: By Glenmark Pharma- 
ceuticals, seven pharmaceutical brands 
from Iceland-based generic drug 
pharma firm Actavis & Bloevna. This 
will give the Indian company access to 
the growing Polish market, which is the 
largest market for pharmaceutical prod- 
ucts in central and east Europe. Poland 
is a big market for these drugs. 


RANKED: By BusinessWeek, five 
Indian companies, 
Bharti Airtel (#21) and 
Reliance Communica- 
tions (#66), Wipro 
(#74), Satyam 
จ Computer Services 
(#91) and HCL Technologies (#95) on 
The Infotech 100, its list of 100 best- 
performing tech companies in the 
world. The list ranks Companies on 
the basis of shareholder returns and re- 
turn on equity. Amazon.com and Apple 
rank at #1 and #2, respectively. 





ITAS LAUNCHES 





Auto Bild: New member of /T family 


TAS MEDIA UNVEILED AUTO BILD 

India at a glittering ceremony 

on June 27. ITAS Media is a 
joint venture between the India 
Today Group and German me- 
dia powerhouse Axel Springer. 

Aroon Purie, Editor-in-Chief, 
India Today Group, speaking at 
the launch, mentioned that India 
needed a “quality auto magazine 
and we believe that associating 
with the world’s leading group 
of auto publications will deliver a 
high-quality and consistent prod- 
uct that has hitherto not existed in 
the Indian market.” 

Ralph Buchi, President 
(International) Axel Springer, who 
represented the German pub- 
lisher, said: “I’m sure that the 
Indian edition will be as suc- 
cessful as the others across the 
world and that our partnership 
with /ndia Today will go from 
strength to strength." 

Yogendra Pratap, Editor, Auto 
Bild India, was on hand to unveil 
the 100-page launch edition of 
the fortnightly magazine. The first 
issue features, among other re- 
ports, an exclusive on the Nissan 
Micra, which the Japanese car- 
maker plans to sell in India as 
well as an innovative race be- 
tween two German saloons and 
the Mumbai Rajdhani. 

KUSHAN MITRA 
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Deal Watch 


Every month, we bring you a listing of the biggest deals struck by Indian 
companies in India and abroad. Our partner: global professional! services 
firm Ernst & Young. Here are the deals that were struck in June 2008 


Deal Particulars: Daiichi Sankyo, Japan's second- largest pharma company. has agreed ! 
acquire a majority stake in Ranbaxy Laboratories for $3.4-4.6 billion (Rs 14,620- 19,804 crore). Unde: 
the deal, Daiichi will acquire the entire 35 per cent stake of the promoter family, increase it 
stake by 14 per cent through a preferential offer and launch an open offer for a minimum 20 per cent 
stake. The deal is expected to be completed by March 2009. 


Impact Analysis: The deal, the largest for a listed company in India, is a win-win one for bot 
DE ALTR AC KER companies. While Ranbaxy has a strong presence in the generics segment in emerging countne: 
Daiichi has its strengths in new drugs in the advanced markets and together, the companies w 


have a presence across 56 countries. 








TARGET ACQUIRER INDUSTRY DEA VALU 
Ranbaxy Laboratories Daiichi Sankyo Pharmaceuticals Acquisition 19,804 | 
Idea Cellular  TMintemationl —— — Telecommunications Investment ! 294 
Intergen GMR Infrastructure ทู & Construction Acquisition 4.710 
Spice Communications idea Cellular 1 Jelecommunications Acquisition 2,180 
Spice Communications Idea Cellular & TM International ^  Telecommunications Acquisition 2,030 
Vikram Ispat (sponge iron Welspun Power and Steel Mining & Metals Acquisition 1,030 
division of Grasim Industries) Car Ame ANTE aed Odi CH: 
Reid & Taylor India GIC Special Investments Textiles Private Equity 896 
Franco Tosi Meccanica Gammon India Automotive & Acquisition 265 
INDIES industrial Products 
Anant Raj Industries „Acacia Real Estate = Oo RealEstate investment 216 T 
Sterling & Wilson -Goldman Sachs = Infrastructure Private Equity 203 NA 
PVR Pictures JP Morgan Mauritius Holding IV Media & Private Equity 119 
8 ICICI Venture Funds — 8 — — Entertainment 
Zandu Pharmaceutical Works Emami 1  MPharmaceuticals Investment 118 
Transworld Garnet India VN. Mineral 1 Mining & Metals Acquisition 83 
First Choice (used car arm of Phi Advisors Automotive & Private Equity 80 
Mahindra & Mahindra Group) ว 7 ว ร 7 ว 7 ว 7 Industrial Products 
LGB's Industrial chain business Renold Automotive & Acquisition 2 
ENS Industrial Products 
Openbit Tanla Solutions = Technology Acquisition 67 
Digvijay Communications & Networks — Zeppelin Mobile System oo Technology Acquisition 53 
Sadelmi Gammon India —  — Engg. & Construction Acquisition 49 
Dixon Technologies India Business Excellence Fund Technology Private Equity 40 





*Includes only M&A, private equity and brand sale transactions 


Ernst & Young is a leading M&A advisor in India. While every care has been taken to compile this data, it is based on media reports, company announcement 
secondary research. Any decision on the basis of the above mentioned information should be taken only after professional advice. Business Today or Ernst & 
undertake any responsibility in regard to any such decision 
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Executives across the world say that their companies can 
to match inflation. Energy costs and the ongoing credit cri 
made planning difficult, says a recent survey. 


Deteriorating Conditions 


Better Worse 
15 
Total "Wm... — 
pu o — — 
markets 55 21 
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ll How are current economic conditions in your country compared with 6 months ago? 


June 2008, n=1,431 


Ill How do you expect your country's economy to be 6 months from now? 
December 2007, n= 1,409 


No Pricing Power 
Do you expect your How much will your company raise prices? 


company to raise prices n=550* 
over the next 6 months? 








"um Sam + 
din 12 ': 
Total m Nu? 
Don't know n L 
China India 
No | NA เพ ig 
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W0-10% 8 11-2075 21-30% 
*Not all price increase ranges are shown 





Yes 


More Expensive Inputs 

Have your company's overall input costs increased over the last 6 month: 
Developing 
markets India ^ Asia-Pacific + China Eu 





[พ Yes ไพ No. = Don't know 
Source. McKinsey 
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Innovation from Bosch: The Bosch group represents great innovative 
strength, resulting in beneficial solutions for the future. Over 29000 
associates work in Research and Development globally. In the year 
2007 the company spent 7.796 of its annual sales amounting to 
3.5 billion euros on R&D to innovate new technologies. 
www.boschindia.com 


For information brochure, please write to Corporate Communication, 
Bosch Limited, Hosur Road, Adugodi, Bangalore - 560 030, India 
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When the Deal Goes Down 


An erosion in market cap makes cross-border buyouts more difficult. 


SUMAN LAYAK 





Uncertain waters: That's what deals for Essar's Ruia, Sun Pharma's Shanghvi and Sterlite's Agarwal are in 


UKESH AMBANI'S INT- 

ervention in the 

Reliance Commun- 

Ication-MTN nego- 

tiations seems to 
have nudged the deal in a direction 
that might help brother Anil. The 
roundabout plan of Anil buying a 
stake in the South African telecom gj- 
ant by offering majority control of 
Reliance Communications (R- 
Comm) to it has now all but been 
abandoned. As per plan A, Anil was 
to own a little less than 35 per cent of 
MTN. At the time of writing, sources 
said that there is a high chance of the 
exclusivity agreement between MTN 
and R-Comm being extended for a 


32 BUSINESS TODAY JULY 2 2008 


few more days. It was scheduled to 
end on July 8. Anil may just escape 
the prospect of putting $13-14 billion 
(Rs $5,900-60,200 crore) of his per- 
sonal wealth (in the form of a 35 per 
cent stake in MTN) in the uncertain 
waters of the South African regula- 
tory environment. 

R-Comm-MTN is not the only 
deal that is in uncertain waters. At 
least two more deals, one between 
Sun Pharma and Taro of Israel and 
the other between Sterlite and 
Asarco, are also stuck. What's more, 
recently, the Ruias of Essar an- 
nounced they were withdrawing 
from the race to acquire Esmark af- 
ter they were outbid by Russian rival 


SeverStal. Sun Pharma is facing a 
hostile Taro management and is try- 
ing to force its way in—with a ten- 
der offer and by initiating a buyout 
of the promoter’s stake. The man- 
agement of Taro is likely to make an 
announcement on July 14 on the 
Sun offer. The acquisition process 
ran aground after the Taro man- 
agement suddenly woke up to the 
possibility of surviving a financial 
crisis on its own after it had used 
Sun’s capital infusion to shore up its 
balance sheet. Sterlite is probably 
on firmer ground. Asarco’s trade 
unions are in favour of being taken 
over by Sterlite and have rejected a 
counter bid by estranged promoters 


Grupo Mexico. Sterlite sources say 
now the road is clear for the com- 
pany and it just needs to stay the 
course to complete the acquisition. 
[n the case of Essar, things did not 
work out quite the same way as 
Sterlite because the Esmark trade 
unions supported rival SeverStal. 

Does such global opposition to 
wannabe cross-border acquirers 
mean that Indian money is no longer 
attractive to foreign managements? 
Or, are Indian promoters being eyed 
suspiciously now? Far from it, says 
Prahlad Shantigram, Managing 
Director (Corporate Advisory 
Business), Standard Chartered Bank. 
"The number of deals that Indian 
companies are chasing have gone 
up substantially. So, as a percent- 
age of that, I do not think these few 
deals not happening is an issue. My 
firm belief is that Indian companies 
are on the calling list of most sellers, 
and sell-side advisors are including 
Indian companies in their list," says 
Shantigram. Standard Chartered 
had advised Bharti when it was ne- 
gotiating with MTN earlier. 

What really seems to have hap- 
pened is that even though valuations 
have dipped globally, expectations of 
sellers haven't. Shachindra Nath, 
Group Chief Operating Officer, 
Religare Enterprises says the set- 
backs faced by Indian promoters are 
purely a function of capital. *The 
last three years were good for the 
Indian companies as they were get- 
ting excellent market capitalisation 
against their earnings. The global 
debt markets were also efficient. The 
market cap was leveraged by Indian 
companies to fund buyouts. That 
situation has changed." 

Nath explains that with their 
market caps falling, the ability of 
Indian companies to raise equity 
has been hit. That, in turn, has hit 
their ability to bring in debt; and 
whatever debt is coming now is ex- 
pensive. “While the number of com- 
panies looking at acquisitions has 
increased, many are skeptical about 


Rough Weather 


As airlines cut back on flights, will a few go up for sale? 


HILE A RECENT REPORT BY 
NW -ccoin firm KPMG be- 
lieves that airlines in India will 
be raking in profits by 2011 once 
most infrastructural issues have 
been sorted out, it is the present 
that worries most airlines. Every 
airline in India has drastically re- 
duced service, cut back on sev- 
eral sectors and even reduced 
flights on that most hallowed of 
sectors—Delhi-Mumbai. But that 
has not seemed to stem the losses, 
one airline executive ruefully men- 
tions. “It is actually cheaper to 
keep the planes on the ground 
than fly them on certain sectors,” 
he says. Several 20-somethings 
who had spent lakhs of rupees 
hoping for a job in the pilot's seat 
or even as cabin crew are sud- 
denly finding their job prospects 
bleak, as many airlines have, 
informally at least, frozen hiring. 
Others such as GoAir have started 
to let go of personnel as they cut 
back service. 

At the time of writing, the 
market grapevine in Mumbai had 
it that Delhi-based low-cost 
SpiceJet was set to be taken over 
by Vijay Mallya's Kingfisher 
Airlines. SpiceJet officials deny 
the story and Kingfisher officials 


their own ability to service expensive 
debt," adds Nath. 

R-Comm is a good example of 
this. Its stock has been the worst-hit 
in the current market meltdown, 
having lost one-fourth of its value in 


June. That appears to have weak- 


ened its negotiating clout—as much 
as brother Mukesh's intervention 
has. Anil has complained to the 
Securities & Exchange Board of 
India about his group's stocks being 
hammered (see Advantage Anil?). 
Moreover, MTN CEO Phuthuma 





are livid at the rumours. “Think 
about it: We are in the middle 
of integrating Deccan and about 
to start international operations, 
and then there is talk of integrat- 
ing a wholly different carrier with 
a different fleet? These stories 
are being floated by merchant 
bankers to pump up valuations,” 
says an angry Kingfisher official. 
What is known is that Kingfisher 
has further delayed starting its 
international operations till 
September (from August) and is 
seriously contemplating a one- 
stop service to the Us, instead of a 
direct Bangalore-San Francisco 
service. “We are thinking of a 
Gulf stop-over since fuel is sig- 
nificantly cheaper there,” says a 
spokesperson. 

KUSHAN MITRA 


Nhleko has a reputation for being a 
tough negotiator. R-Comm sources 
indicate that finances are being 
arranged and a deal will be an- 
nounced; however, negotiations will 
carry on for some more time 

It has always been a hard bargain 
for Indian companies—gaining con- 
trol and yet keeping all the existing 
stakeholders (read managements) 
happy about it. The drop in market 
capitalisation on Indian bourses has, 
however, taken away some of the 
bargaining chips. 
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Advantage | 
Anil? 


A change at the Centre could allow 
R-ADAG to step off the back foot. 


HE TUSSLE BETWEEN THE AMBANI 

brothers is showing little signs 
of ebbing. Rather, not only is it 
escalating, it's assuming increased 
significance by the day. What's 
more, the fortunes of the brothers 
could be made or broken depend- 
ing on what shape the government 
coalition takes. 

Look at what's happening on 
Dalal Street, first. Younger brother 
Anil, head of the Reliance-Anil 


THEN 





Dhirubhai Ambani Group (R-ADAG), 
is accusing elder brother Mukesh of 
playing foul by hammering the stock 
price of his group companies; he has 
duly appealed to the Securities & 
Exchange Board of India (SEBI) to in- 
vestigate. R-ADAG has also thought it 
unfair that Mukesh should attempt 
to throw a spanner in the works 
of Reliance Communications’ at- 
tempt to strike a deal with South 
Africa telecom major MTN, by fish- 
ing out a right of first refusal clause. 

If Anil is upset, one reason could 
be the free fall the stocks of his 
group companies have slipped into. 
Since the beginning of June this year 
till July 4, these stocks plunged by 
between 17 and 42 per cent; 
Mukesh's companies didn't fare as 


TOGETHER THEY ROSE 
But one set of stocks is falling more than the other. 

















MUKESH AMBANI COS 
| Co Name 29-June-07 31-Dec-07 Change % gain 
WWE Reliance industrial Infrastructure 470.00 2,188.75 1,718.75 365.69 
Reliance Petroleum ง ง 111.05 22320 112. 15. 100.99 
RIL 1,700 2881 05 118105 59.47 


29-June-07 31-Dec-07 Change % gain 


61410 2,134.60 

















Share prices are in Rs 
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im Reliance Infrastructure 1520.50 247.60 
๕๒8: โ --- 56300 137720 81420 144.62 
Reliance Capital AP 1,088.15 2,589.35 1,501.20 137.96 
Mukesh Ambani icati 51700 146.50 229.50 44.39 
3900 18255 14355 368.08 
14650 20287 5,637 38.48 
Co Name 30-May-08  4-July-08 Change % fall 
Reliance Petroleum — 1/4959 5% 1 ว 13 0 329. EG 
น ว 56 209 X205 . 1200 
Reliance Industrial Infrastructure — 1,174.00 ~ 767. 15 -406.85  -3465 
ANIL AMBANI COS 
Co Name 30-May-08 4-July-08 Change % fall 
Reliance Infrastructure 123075 77355  -45720 — -3714 
Mab — à 6860 38190 -234.10 — -3800 
Reliance Power 235.85 13635 -99.50  -4219 
Reliance Natural Resources 101.35 67.75 -33.60 -33.16 
Reliance Capital 1,199.70 993 -206.70 -17.23 
Reliance Communications ว 77.15 438.2 -138.95 -24.08 
T aeti Sensex 1641557 13,454 -2,961.57 -18.04 
* Reliance Infrastructure earlier was Reliance Energy NL: Not Listed Source: BSE 


badly, falling by between 2 and 35 
per cent. During the same period, 
the benchmark BSE Sensex was down 
18 per cent. During the heady days 
when the markets were peaking— 
between July and December 2007— 
both brothers were on a roll. The 
stock prices of Anil’s companies 
rose between 44 and 368 per cent, 
whilst those of Mukesh’s compa- 
nies spurted by between 69 and 365 
per cent. The Sensex gained 38.5 per 
cent in that period (see Together 
They Rose). The upshot: As one in- 
dustry analyst quips: “If SEBI needs to 
investigate the fall, it should also 
look into the rise of both the groups’ 
stock prices.” A Reliance ADAG group 
spokesman declined to comment 
and an e-mail reply remained unan- 
swered till the time BT went to press. 
So, what does the future hold 
for the brothers? Politics might just 
determine that. The Samajwadi 
Party (SP) has agreed to support the 
UPA government over the nuclear 
deal with the us, but with some 
conditions. One such condition is 
the imposition of a ‘windfall profit 
tax'—basically tax on high prof- 
its—on private oil companies. One 
such private oil company is Mukesh 
Ambani's Reliance Industries Ltd 
(RIL), whose stock fell more than 3 
per cent on the day this news made 
the headlines (even as the Sensex 
climbed 0.5 per cent ). Will it be ad- 

vantage Anil? Watch this space. 
VIRENDRA VERMA 


Global 
Generation 


The GMR group has power- 
packed plans. 


VER THE PAST DECADE, THE 
Netherlands-headquartered 
InterGen has built a power- 
generating capacity of a little over 
16,000 MW in 10 countries. Some 


10 years ago, back in India, a first- 
generation entrepreneur called 
Grandhi Mallikarjuna Rao was tak- 
ing his first tentative steps in the 
Indian power sector. Frustrated by 
complexities courtesy of a maze of 
regulations, Rao steered his enter- 
prise into a different direction of in- 











frastructure-creation. In 1999, he * Sata be cay Ha ON Vo 

thought of building airports and Birlas in the global marketplace 

today his company, the GMR group, = Geographic diversification —nterGen has 

has developed the state-of-the-art plants in 10 countries—helps derisk the 

Hyderabad airport. GMR has also < business model as 

undertaken half-a-dozen road proj- * m Gets access to a global talent pool 

ects, of which two in Andhra Z m Can leverage the strengths of InterGen to bid 

Pradesh and Tamil Nadu are ready. = for more power projects domestically or 
But power is something Rao = abroad and also to raise resources abroad 

never lost sight of. Indeed, till < 

December 2007, power accounted 

for two-thirds of the GMR group's printing grander ambitions in the struck at the peak of a boom in 


revenues. Rao has as many as seven 
projects in hand—three completed 
and four under development—with 
a total capacity of 5,148.50 Mw. 
But as Pankaj Namdharni, Senior 
Investment Analyst at SPA Securities, 
points out: *The market always val- 
ued the company for its airports, 
roads and SEZs." 

However, last fortnight GMR, 
the owner of the Delhi Daredevils 
team in the Indian Premier League, 
propelled his power operations into 
a totally different orbit with some 
daredevilry on a global scale in the 
power sector. Rao bought out 
InterGen for $1.1 billion, making it 
the largest ever acquisition of a 
global energy utility by an Indian 
company. InterGen has a total ca- 
pacity 12,766 MW (8,086 of it op- 
erational), making it one of the 
biggest players in the country, with 
a combined capacity of 18,000 MW 
(including projects in the works). 
Only Anil Ambani, who is aiming to 
build up capacities totalling 28,200 
MW by 2016, would visibly be blue- 





power sector. 

The big difference, of course, 
is that Rao at a stroke gets power 
capacities in foreign markets. Says 
the Chairman of the GMR Group: 
"This acquisition is an integral part 
of our global strategy to be the 
world's leading energy and infra- 
structure company." What this acq- 
uisition also does is to make the 
$500-million GMR group almost 
totally power-driven, with 94 per 
cent of its revenues set to come 
from this sector. 

One advantage of having power 
assets overseas is that GMR gets to 
operate in relatively less regulated 
markets, which in turn could mean 
higher profitability. *Globally, 
power is an attractive business as 
there is flexibility to fix prices based 
on operational efficiencies," says 
an analyst with a domestic broker- 
age business who expects more 
acquisitions overseas in the power 
space. What also works in GMR's 


favour is that unlike other multi-bil- 
lion cross-border M&A that were 


global markets (Tata-Corus, 
Hindalco-Novelis), the Hyderabad 
company appears to have done this 
deal at the right time. Madhu 
Terdal, Executive Vice-President 
at GMR, attributes the "better deal 
price" to the us subprime crisis 
and a subsequent meltdown in eq 
uity markets. “We have actually 
paid half the price that these as 
sets could have commanded (in 
booming markets), " 
Terdal. Another positive fallout 
of the InterGen transaction is that 
GMR can now access a global talent 
pool and global expertise. 

Terdal hints that the InterGen 
buyout isn't the last one. “We can 
now pursue international growth 
strategy in power more aggres 
sively," he says. And it's not only in 
power that GMR is looking over- 
seas. Airports is another area where 
the group has taken international 
strides—last July it was awarded 
the Sabiha Gokcen Airport 
in Turkey. 
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Real estate developers are 
down, but are they out? 


HEN IT RAINS, IT FLOODS—AND 
X one is not just talking of 
India's financial capital Mumbai, 
which has reserved one day of the 
calendar for a deluge. But that's the 
least of the worries for the financial 
hub; it's more concerned with the 
never-ending slide of the realty index 
on the Bombay Stock Exchange, 
which is down by over 65 per cent 
from its peak of 13,848 in January 
(the broader 30-share Sensex is 
down some 35 per cent from its 
peak). “But even at that value stock 
brokers were shouting themselves 
hoarse, saying that the index was 
at least 50 per cent overvalued," 
counters Hitesh Agrawal, Head of 
Research, Angel Broking. 

So, what explains the crash in 
realty equity? Dharmesh A. Mehta, 
Head-Equities, Enam Securities, at- 
tributes it to concerns Over execution 
of realty projects. “What these real 
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IT, SMEs & ล ท SEZ 


Hyderabad's smaller software firms could have a new home. 


F IT ALL GOES AS INTENDED, IN 
Line next 8 to 10 months Hyde- 
rabad could have a place in a spe- 
cial economic zone (SEZ) for small 
and mid-size IT and rT-enabled 
services companies, arguably the 
first such initiative in the coun- 
try. The state government has 
identified the land for this at 
Kokapet, near Hyderabad, 
“Initially it will be over five acres 
on a 119-acre SEZ for IT and rr-en- 
abled services there. It could how- 
ever be increased later depending 
on the need and how it shapes 
up," says S.K. Joshi, Principal 
Secretary (IT&C), government of 
Andhra Pradesh. A private devel- 
oper, he still cannot name, as the 
final government nod is still 
awaited, has been identified and 
the first structure would be a 
5 lakh sq. ft building that could 
typically house 25 to 30 units. 

The cost of land would be 
the government equity in the 


estate developers were trying to do is 
to achieve the same kind of growth 
they had in the past 20 years within 
a time-frame of three years. The 
time-lines just didn't seem realistic 
enough," he points out. Ambar 
Maheshwari, Director Investment 
Advisory Services, DTZ, a global real 
estate advisor, has a slightly different 
take; concerns over execution ca- 
pability are not developer-specific 
but project-specific. "Execution con- 
cerns exist for projects that either 
do not have any pre-sales ability, 
which will be mostly for commercial 
lease-based projects; or are in re- 
gions where there's an impending 
oversupply situation or in cases 
where developers do not have 
adequate funds—leveraged or eq- 
ulty—to cover construction and 


project and the private devel- 
oper, apparently has been selected 
on some stringent parameters. 
The rationale for such an SEZ, 
says Joshi, is simple: “The gover- 
nment is keen to ensure that 
is a level-playing field for small & 
medium enterprises (SMEs); one 
way of doing this is to allow them 
to avail of concessions available 
to those operating out of an 
sez.” What about the users? M. 
Narsimha Rao, President, Hyde- 
rabad Software Exporters 
Association (HYSEA), feels such a 
move could help SMEs, as all 
companies need to create new 
facilities to get SEZ benefits. Says 
he: “My view is that since the 
government provides the land 
here and a developer sets up 
some functional facilities, this 
may be the best way forward for 
the SMEs as it would result in 
lower costs to these companies.” 
E. KUMAR SHARMA 


other costs," he explains. 
Developers, for their part, recog- 
nise there's a problem, although 
they don't see a case for panic. "I 
would call these interesting times 
where the markets are maturing 
and heading towards rationality. 
Developers, too, will need to 
focus on deliveries rather than on 
mere announcements," observes 
Manish Periwal, CMD, Pioneer 
Urban Land and Infrastructure, a 
premium property developer. 
Periwal admits that there could be 
developers in trouble, although he 
thinks he's done well to steer clear 
of it. “There could be a cash crunch 
in certain cases—especially with 
those developers who have ex- 
panded too fast,” feels Periwal, who 
appears to have played his cards 
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smartly. At a time when Tier II and 
Tier III towns were on everybody's 
radar, he kept away. “Three years 
ago, we did undertake a feasibility 
study of entering Jaipur, but re- 
alised that there was no job-cre- 
ation scenario that could kick-start 
a housing boom. Besides, the ex- 
isting players there had enough sup- 
ply to service the city's needs," 
he recalls. 

Not everyone believes it's a 
virtue to stay away from small-town 
India. Consider the approach of 
Ansal Housing. *In markets such 
as the NCR, price levels have gone 
too high, so the common buyer will 
perforce look at Tier II cities like 
Karnal, where a 200 sq. yard plot 
would come for as low as Rs 15 
lakh,” informs Kushagr Ansal, 
Managing Director, Ansal Housing. 
He evidently isn't regretting this 
strategy. “We have enough inter- 
nal accruals and, if need be, will 
also invite private equity. There 
might be a couple of months' delay 
in certain projects but, rest assured, 
it's got nothing to do with any cash 
crunch," he emphasises. 

But if the realty companies are 
feeling the cash pinch, it only pro- 
vides a better opportunity to the 
private equity (PE) pashas. Most PE 
players feel the environment is bet- 
ter now for capital deployment as 
valuation expectations from land 
owners and developers have signif- 
icantly moderated; the only down- 
side is that since project execution is 
being delayed, so will their exits. 


“Investing in specific projects en- = 
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ables more control for the PE player 
with the possibility of active in- 
volvement and larger equity stakes; 
whereas enterprise investing is typ- 
ically more passive, that too with 
smaller equity stakes," informs Raj 
Inamdar, Chief Investment Officer, 
South Asia Real Estate Fund. This 
fund has just struck two joint ven- 
tures with Fortis Chairman Harpal 
Singh-promoted Impact Projects for 
upcoming townships in Amritsar. 
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However, given the current val- 
uations of most realty scrips, which 
are trading even below their listing 
price, not many developers would 
like to offer equity to a PE player at 
the current juncture. In fact, market 
men like Enam's Mehta and Angel's 
Agrawal reckon that even at the cur- 
rent levels realty scrips are still over- 
priced. *The real estate crack has 
just begun, it will only get deeper 
and stabilisation is still some years 
away," avers Agrawal. The only pos- 
itive, says Maheshwari, is that at 
every new low, buyers will come in 
to sustain the market, which may 
be down, but certainly not out. 

TEJEESH N. S. BEHL 





Strategic 
Checks 


Fidelity likes to keep 
managements on their toes. 


Watching from the Sidelines 
Fidelity's key holdings in Indian stocks. 
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As of March 2008; Figures in per cent Source: BSE 
NDIA HAS SEEN BIG INSTITUTIONAL 
ones in the last five years, 
but little is known about what these 
moneybags—particularly the for- 
eign ones—when it comes to their 
perceptions of corporate gover- 
nance standards in the country. 
Shareholder activism from the for- 
eign institutional investor (FII) point 


of view, in that sense, is unheard of. 
A fund house looking to change 
things is Fidelity International, 
which operates in India as a mutual 
fund and an Fil. The us-based global 
fund house, with assets under man- 
agement of over $300 billion, has a 
separate team to look at the interest 
of Fidelity investments relating to 
corporate governance and vision 
of the managements. 

“As a general policy we are sup- 
portive of the management of the 
companies in which we invest, but 
we will nonetheless form our own 
views on the strategy and gover- 
nance of a business,” says Trelawny 
Williams, Director, Corporate 
Finance, Fidelity International. He 
adds that on occasion Fidelity’s 
views will differ from those of 
management and where this is ac- 
companied by a failure to achieve 
reasonable expectations for share- 
holder return, “we consider 
promoting change.” 

One such situation where Fidelity 
forced change was when Deutsche 
Bórse Group management intended 
to acquire London Stock Exchange 
in 2005-06. Fidelity, which held 
around 8 per cent in Deutsche Bórse, 
at that time, objected to the deci- 
sion. Thanks to resistance from 
Fidelity along with other investors, 
Deutsche Bórse had to withdraw its 
bid for the acquisition, says Williams, 
who finds corporate governance 
practices to be good in India. 

Williams also points out that in 
situations where his team interacts 
with companies on key decisions, 
the fund management team is not in 
the loop, which acts as a safeguard 
against insider trading. 

The shareholder activism con- 
cept, where shareholders are active 
in the decision-making process of 
companies, is talked about a lot in 
India, but has yet to take off in 
boardrooms and shareholders gen- 
eral meeting. Can Fidelity be that 
game-changer? 

VIRENDRA VERMA 
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Direct-to-Loss 
Television? 


DTH players are bleeding, but 
the wannabes aren't worried. 


Tu LOSS METER IS TICKING FOR 
the direct-to-home (DTH) players. 
Market leader Dish Tv, part of 
Subhash Chandra’s Essel Group, has 
run up losses of Rs 413 crore in 
2007-08 compared to Rs 250 crore 
the year before. And, according to 
some media reports, Tata Sky racked 
up a loss of Rs 1,100 crore during 
the last financial year (compared to 
a loss of Rs 886 crore in 2006-07). 
Down south, it's no different for 
Sun TV, which entered the DTH fray 
last year with Sun Direct (a joint 
venture with Astro All Asia Networks 
plc). According to a research report 
by Citi Investment Research, Sun 
Direct is expected to lose about Rs 
200 crore every year till 2010. 

And even as the losses of existing 
players mount, there are two big 
players—Bharti Airtel and Reliance 
ADAG (Anil Dhirubhai Ambani 
Group)—that are set to enter the 
DTH fray. Why? We'll come to that 
in a bit but, meanwhile, what's be- 
hind the prH losses? Put simply, 
competition. The DTH players are 
acquiring customers by subsidising 
the set top boxes and the dish an- 
tennas. So, Sun Direct has an offer of 
Rs 1,999 that offers the set top box 
(STB) and dish for free. Dish Tv has 
announced a much-contested offer 
(disputed earlier by Tata Sky as a 
deceptive claim) where the STB was 
in-built as free for an upfront sub- 
scription fee of Rs 3,990 tor 12 
months for 151 channels; subscribers 
would also get 67 movies-on- 
demand for free. To make matters 
worse for the incumbents, Big TV, 
from Reliance Communications, is 
test marketing its DTH scheme at Rs 
1,000, including a monthly price of 
Rs 325 that has Rs 100 worth of 
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Bharti Airtel's Bindal: His 


free “pay per view" content. Not 
to be beaten, Tata Sky also has a 
promotional offer on air. 

If the losses are mounting and 
likely to get worse, why get into 
DTH at all? The opportunity, all 
said and done, is just too big to ig- 
nore. Of 219 million households 
in the country, 119 million house- 
holds own Tvs. Of these, 70 million 
are cable and satellite homes, and 
7.5 million DTH subscribers. A 
Macquarie Research report predicts 
that DTH subscriber base will reach 
53 million homes by 2014-15. “DTH 
is clearly a platform that has the 
potential for a wider reach, while 
IPTV (Internet Protocol Television) is 
still meant for a niche audience in 
the top metros,” says Atul Bindal, 
President, Bharti Airtel. Just the 
same, “we are readying ourselves 
at both ends and will be able to 
launch them shortly,” adds Bindal. 

In terms of revenues, the DTH 
industry is estimated to pull in 
Rs 27,000 crore a year. “The scope 
for reaching out into new markets 
and to existing cable viewers is enor- 
mous, though it will take the players 
four to six years to break even," 
says Rajesh Jain, National Industry 
Director, ICE, KPMG. Meanwhile, the 
DTH players have already started ex- 
ploring innovative advertising rev- 
enue models to cover their cost of 
reaching consumers. *We are think- 
ing of ways to monetise our advan- 
tage by offering broadcasters addi- 
tional streams to interact with view- 
ers through our interactive plat- 


> ก 0 ญี | 
company wants a piece of the DTH pie 





forms," says Jawaha 
Additional Vice Chairm: 
Group of Industries. Agree 
Kaushik, MD & CEO, Tata $ 
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as there is SEC A and B class 
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dressed demographically.’ 
Perhaps, but as thin; 
the sea of red on the 
sheets of Tata Sky and 

seems set to swell. 
SHAM}? 





Listing Thre 
the Back D 


Subhiksha to reverse m 
small, listed NBFC soc 


ISCOUNT RETAILER $ 
Dus have bowed t« 
vailing weak sentiment in 
market and deferred its pl 
initial public offer (IPO), t 
ing plans remain on track 
has bought a stake in Bl 
Constructions & Inves' 
small NBFC listed on th: 
Stock Exchange, into whi 
to reverse merge so 
Subhiksha name will be 
and it will file fresh listin 
tions with BSE and NSE at t 
pending regulatory form 

Subhiksha has bough 
cent stake in this com 
will acquire another 20 


ONSUMPTION' 


DELL™ POWEREDGE™ M600 BLADE SERVER 


HP BLADE SYSTEM C-CLASS 


ENERGY EFFICIENCY 
HP CAN’T BEAT 


www.dell.co.in/efficiency 
FOR BUSINESS ENQUIRIES CALL 1800 209 3061 





bt current 


from the public through an open 
offer, which it will launch soon. 
“The cost of acquiring this 60 per 
cent stake will be about Rs 3 
crore," says R. Subramanian, 
Managing Director, Subhiksha 
Trading Services. The stock is be- 
ing bought at par value, which is 
Rs 10. There are no liabilities on 
the books of Blue Green. 

“A listing will allow Subhiksha's 
existing private equity players to 
exit, and allow the company to raise 
more capital through placements 
with Qualified Institutional Buyers,” 
says K. Ramakrishnan, Executive 
Director & Head of Investment 
Banking, Spark Capital Advisors. 
Subramanian holds 60 per cent in 





Subramanian: Listing plans intact 


Subhiksha, while icici Ventures holds 
23 per cent, other institutions 15 
per cent, and employees 2 per cent. 

Subhiksha has been on a fre- 
netic expansion spree across the 
nation since 2006-07. The retailer, 
which had just 145 stores in 
February 2006, had expanded to 
1,000 stores by December 2007, 
and currently has 1,480 stores. 
“We are adding 200 stores every 
quarter," says Subramanian. The 
plan is to have 2,200 stores by the 
end of 2008-09. 

Subhiksha, which is already pres- 
ent in 11 states and three Union 
Territories , expects the acquisition 
of Blue Green Constructions to 
help its growth plans. Blue Green 
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3G Pay Dirt 


The government will make a killing on 3G spectrum auctions. 


HREE SPECTRUM SLOTS OF 2.5 

megahertz on one side and 
five national private cellular tel- 
cos and many more international 
telcos on the other. The bids for 
3G spectrum in India promise to be 
interesting—and a windfall for the 
government of India. When BT 
went to press, a formal announce- 
ment on 3G auctions was expected, 
but there was already talk of the 
Department of Telecommunica- 
tions (DOT) setting a reserve price of 
Rs 2,260 crore for an all-India 3G 
licence. Given the intense compe- 
tition for 3G spectrum, bids are 
expected to be far higher than the 
reserve price. In fact, some ana- 
lysts expect bids to range from 
Rs 10,000-12,000 crore for each of 
the three spectrum slots. 

For obvious reasons, the tel- 
cos aren’t talking. All that Manoj 
Kohli, cro of Airtel, told BT was 
that his company, which is India’s 
largest cellular operator, “will bid 
for this spectrum once the policy 
framework becomes clear”. 
However, expect the bidding to 
be stiff, given that every opera- 
tor’s future growth depends on 
additional spectrum, especially for 
3G, which will allow higher value 
data and video services to be of- 
fered on cellular phones. 

As a late entrant into 3G, India 
actually has some advantages. For 
one, operators can skip early 3G 


had done a lot of preliminary work 
towards getting into the consumer 
durables space, though it has not set 
up retail outlets. This will help 
Subhiksha reduce the time required 
to enter the consumer durables mar- 
ket by six to eight months. 

The listing will make it that 
much easier for Subhiksha to raise 





A. Raja: Will he, won't he? 


systems such as Wideband-CcDMA 
(WCDMA) and go directly to High- 
Speed Packet Access (HPSA) net- 
works, which are often referred 
to as 3.5G systems, since they offer 
higher call throughput and faster 
download speeds. In fact, accord- 
ing to one network supplier, it 
might be possible to start a phased 
rollout of HSPA networks “within 
months of the auction”. 

There are a couple of things 
that are still unclear about 3G auc- 
tions, though. One, whether they 
will actually take place ahead of 
the country gets pitched into gen- 
eral elections. Besides, given that 
there are more bidders than spec- 
trum available, the losers will almost 
certainly challenge the auctions in 
court. Bottom line: 3G remains as 
tantalising a dream as before. 

KUSHAN MITRA 


the Rs 1,200 crore that it needs to 
fund its expansion plans. Subhiksha, 
which closed 2007-08 with a 
turnover of Rs 2,300 crore, expects 
to generate revenues of Rs 4,500 
crore in this financial year. “We 
want to be a Rs 20,000-crore com- 
pany by 2011,” says Subramanian. 

NITYA VARADARAJAN 
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Betting on IP 


Nasscom and ICICI Knowledge 
Park mull an innovation fund. 


T WILL BE A FUND WITH A DIFFER- 
L Nasscom, India's famous 
IT industry lobby, and 16161 
Knowledge Park in Hyderabad are 
in the process of setting up what will 
arguably be the first-of-its-kind early 


stage fund in the country, meant 
for the rr and life sciences sectors 
but with a clear focus on IP devel- 
opment. The money will help fuel 
products and technology develop- 
ment in IT and life sciences, and 
span areas like wireless technology 
and automotive infotronics in IT 
and drug discovery and medical de- 
vices in life sciences. 

To begin with, the fund, which is 
to be launched by September this 


HP's Route to the Top 


It starts with making the computer personal again. 


HE DEPTH OF OUR PRODUCT 

range is what has propelled us 
to the top," says Todd Bradley, 
Executive Vice President, Personal 
Systems Group (PSG), Hewlett- 
Packard (HP). The computer 
maker, which half a decade ago 
was in the doldrums, losing mar- 
ket share to more nimble com- 
petitors, got its act together by 
making computers "relevant" to 
people again. ^Our competitors 
started to treat the computer as a 
commodity; we realised that peo- 
ple wanted more from their de- 
vices and they crucially also 
wanted their devices to represent 
them," says Bradley. HP started 





HP's Bradley: Depth in product range 
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using the slogan “The Computer 
is Personal Again” when it came 
to marketing, using self-made ads 
by celebrities such as Serena 
Williams, Petra Nemcova and 
Jean-Michel Gondry, even though 
HP did not pay these people for 
these ads. 

What helped Hp, according to 
Bradley, is the fact that it has de- 
sign centres across the world, in- 
cluding one in Bangalore. “In fact, 
our Chinese design centre has al- 
lowed us to develop products 


ส ก กา ม ร toc the Cinese redes, 


nowhere to become a strong #2 
(Lenovo is the market leader in 
its home market)," he says, adding: 
“We are a strong player in each of 


© the 170-odd markets we are pres- 
-ent in across the world." 


In India, where HP along with 
its sister brand Compaq is a mar- 


— ket leader, Bradley believes that 
there is going to be a significant 


uptake. of computing devices. 
“India is a crucial market and 


. while consumers still have a way to 


go, recent signs are positive and I 


z believe there will be significan 


> growth i in India,” he says. In India, 

though, HP may have to make the 

computer even more personal. 
KUSHAN MITRA 


A. PRABHAKAR RAO 





Chattopadhyay: Making them VC-ready 


year, will have a corpus of Rs 48 
crore that will eventually go up to Rs 
100 crore. “The need for such a 
fund is very evident because cur- 
rently there is not enough funding 
available for start-ups that want to 
work on product development, and 
there is a gap between the funding 
they get from family and friends and 
those from VCs," says Deepanwita 
Chattopadhyay, Chief Executive 
Officer, 10161 Knowledge Park. Also, 
she says, in life sciences a lot of 
money is needed even to establish 
proof of concept. In a sense, she 
adds, such a fund could play a role in 
getting start-ups ^vC-market ready". 
The fund is expected to have a 
10-year life cycle and will init- 
ially invest in 12-15 companies, 
with investments ranging from 
Rs 1 crore to Rs 10 crore. Who 
are the investors in the fund? 
Tata Consultancy Services is pitc- 
hing in with Rs 10 crore, the IKP 
Trust (the promoter of ICICI 
Knowledge Park or iKP) Rs 5 
crore and Bharti Airtel another 
Rs 5 crore. Talks are also on with 
other investors; besides, the Depa- 
rtment of Science and Technology 
is also likely to invest. A seed 
fund for IP-creating start-ups is a 

fine idea. Let's hope it flies. 
E. KUMAR SHARMA 


DEEPAK G. PAWAR 


Chinese 
Aggression 


Huawei wants to leave its 
cloudy past behind. 


OCATED IN THE SAME BUILDING 
as the Leela Palace, Bangalore's 
most expensive luxury hotel, the 
R&D offices of Huawei India aim to 
send a clear message to the market. 
The $18-billion (Rs 77,400-crore) 
Chinese telecom equipment giant is 
trying to leave its early years in India 
(when it was prohibited from 
applying for contracts on security 
grounds) behind and is instead trying 
to compete on an even footing with 
its western rivals, including market 
leader Cisco, Nortel and Juniper. 
Over the last couple of years, 
Huawei has managed to make a 
strong headway in the booming 
Indian market, notching up rev- 
enues of $600 million (Rs 2,580 
crore) for its domestic business, 
with plans to double that figure to 
$1.2 billion (Rs 5,160 crore) in 12 
months. Huawei India has relied 
on the booming mobile market in 
India for growth. *We have bagged 
clients including Bharti Airtel, 
Reliance and BSNL," says Michael 
Lin, Director-Strategy & Marketing, 
Huawei Telecommunications India. 
Besides the existing mobile 
phone market, Huawei officials are 
leaning heavily on the imminent an- 
nouncement of 3G licences in India 
to fuel the company's growth. “We 
expect the Indian market to have 





Huawei's Huang: Beefing up R&D 


Rekhi: He says 
 entrepreneurship 
ateam game 






Original Angel Returns 


Silicon Valley pro takes another stab at VC funding in India. 


E'S ONE OF SILICON VALLEY'S 

early Indian tech millionaires 
and also the one who opened up 
the path for foreign venture capi- 
tal in India. Circa 2008, Kanwal 
Rekhi, who earned his spurs 
founding Ethernet card company 
Excelan, has turned his focus back 
on India as a venture investor. A 
decade ago, he launched vc firm 
Infiniti Capital, only to shutter it 
after he failed to raise a second 
fund. His new firm is called 
Inventus and plans to raise around 
$125-150 million (Rs 537.5-645 
crore) and invest in around 15- 
20 early stage IT companies. 
"There is a lot of money in late- 
stage investments, where business 
plans are well defined and rev- 
enues and risks have been deter- 
mined. It is much harder in early- 
stage companies, where there are 
many more risks," he says. 

Since he first invested in Indian 
companies, the entrepreneurial 
ecosystem has consider- 
ably—funding is available and 


at least 20 million 3G subscribers in 
a couple of years and we're talking 
to many applicants to use our prod- 
ucts," Lin points out. While arch 
rival Cisco is looking to handhold 
the growth of the Indian broadband 
market and seed its growth, Huawei 
believes that market may be under- 
cooked. *Broadband infrastructure 
in India is still in its infancy and 
even mobile broadband is non-ex- 
istent," Lin argues. Industry ana- 
lysts say that Huawei continues to be 


greater management depth has 
been developed over the last 
decade. "There is a strong flow 
of Indian-Americans in the start-up 
arena. It is now unviable to con- 
sider a start-up without a sizeable 
India presence,” says the 63-year- 
old Rekhi. Inventus's first invest- 
ment is expected to be a sofrware 
product firm, but Rekhi sees op- 
portunities across hardware, soft- 
ware and networking. 

While Rekhi may be on the 
hunt for interesting tech invest- 
ments, don't expect him to grab 
every opportunity that comes 
along. His key bets are on fresh 
ideas, neri i i (and expanding) 

market opportunities and on the 
enthusiasm of the entrepreneur 
when he decides to invest in a 


RAHUL SACHITANAND 


a price warrior in this market and is, 
therefore, ideally placed to compete 
for large government tenders. Even 
if true, that’s likely to change. “We 
have filed for over 200 patents from 
our Bangalore R&D centre and plan 
to increase our headcount from 
1,200 people to around 2,000 next 
year,” says George Huang, Chief 
Operating Officer, Huawei 
Technologies. Rivals had better not 
underestimate the Chinese dragon. 

RAHUL SACHITANAND 
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Of Mice 
and Women 


Disney isn't just a 
kiddies' brand. 





Disney's Bakshi (R) and Rajiv Popley 


ND YOU THOUGHT DISNEY I5 ONLY 

for kids! Disney Consumer 
Products (DCP), the merchandising 
arm of The Walt Disney Company, 
is venturing into the high-end cou- 
ture space with clothes and fine 
jewellery for women. Disney is look- 
ing to target adults with products 
that are more expensive than those 
for its usual target audience of un- 
der-14. The company is understood 
to be readying to launch a couture 
label with fashion designer Manish 
Arora. Says Roshni Bakshi, Director, 
Disney Consumer Products (India): 
"We have come up with a limited 
edition couture line sporting glittery 
Disney characters with Manish 
Arora. This range has already been 
launched on the catwalk in Paris 
as well as at the Wills India Fashion 
Week (wirc). Currently, they are 
being showcased across the globe 
and they will come into the stores in 
August or September 2008." 

Meanwhile, in keeping with its 
strategy to cater to the woman of 
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today, the company has entered 
into an exclusive partnership with 
Popley Group to launch an exquis- 
itely designed couture line of jew- 
ellery. Fabricated in platinum and 
gold with diamonds, the jewellery 
comprises of neckpieces, earrings 
and rings, and is priced upwards 
of Rs 25,000 and targeted at 
women over 25. The designs are 
inspired by Disney stars, including 
Mickey and friends, Winnie the 
Pooh and Disney princesses. 

Says Bakshi: “The core of Disney 
is in its ageless stories, both old and 
new. While these stories appeal to 
children, they also appeal to adults. 
The other consumer insight that we 
got was that the woman of today has 
a little bit of child in her—that’s 
where Disney comes in. Hence, the 
Disney line of jewellery has char- 
acters that she has grown up with 
and can identify with.” Adds Rajiv 
Popley, Director, Popley Group: 
“The visual elements of the pieces 
are their main Usp. We are tapping 
into the special emotions that the 
Disney brand evokes.” 

Indeed, Disney is no stranger 
to this business. In the Us, Disney 
Consumer Products has a couture 
line for fine jewellery called Disney 
Couture. The company also has 
designer apparel for women. It 
makes wedding gowns with Kirstie 
Kelly, a well-known couture house 


" 


in the us, and also works with well- 
known brands like IceBerg and 
Dolce & Gabbana. 

ANUSHA SUBRAMANIAN 





Axe Effect 


Keane Inc. rationalises its 
workforce in India the US way. 


OWARDS END-MAY KEANE INC. 

was in the news when the Wall 
Street Journal wrote about the com- 
pany's innovative recruitment prac- 
tices in India—how it goes to great 
lengths to win over even the parents 
of new recruits by inviting them to 
attend orientation programmes. 

Less than a month later, the $1- 
billion Us company with software 
development and BPO operations 
in India was back in the news, but 
for the wrong reasons. Its deci- 
sion—more so the sudden manner 
in which it chose to do it—to re- 
trench some of its workforce, is 
creating ripples both within the 
company and in the industry. 
Media reports say that as many as 
400 people have got the sack, 
though insiders peg the number at 
around 150, or 1 per cent of its 
global workforce. Company offi- 
cials had little to say to Business 
Today, except this: “Keane is com- 





Keane's Chennai centre: The company's hard line sent ripples across the industry 
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mitted to building a nimble and 
exceptionally high-performing 
workforce—where performance is 
differentiated. The recent work- 
force rationalisation in our BPO and 
IT service businesses is related to 
further integration and aims to 
strengthen and position us for 
stronger growth." 

Head honchos of Indian IT serv- 
ices firms have been surprised by 
the Keane reaction. Says Arun Jain, 
Chairman & CEO, Polaris Software 
Lab: *Indian companies usually try 
out a softer approach, and employ- 
ees are given enough time and notice 
to shape up." Some like TCs also try 
to work out alternative placements. 

The Us recession, it appears, is 
not helping matters for a mid-sized 
player like Keane. Says Arup Roy, 
Senior Research Analyst, Gartner: 
“While offshore outsourcing is in- 
creasing, sourcing opportunities are 
changing. Vendors who do not show 
value-add or differentiation by 
demonstrating industry expertise, 
proven track record, process excel- 
lence, depth/breadth of service of- 
ferings and ability to take risks are 
likely to be less competitive. Smaller 
vendors should look for their sweet 
spot in terms of the type of deals 
they chase. Overall, they should 
come to the table with some niche 
and not just be generalist in order to 
compete effectively and generate suf- 
ficient profits to sustain and grow." 

Moreover, the company is in 
the process of consolidation after 
Caritor, a California-based com- 
pany run by Mani Subramanian and 
having an offshore base in India, 
took over Keane Inc. 16 months 
ago. The $885-million Keane then 
was under severe pressure from its 
customers to create a global delivery 
model; that prompted it to merge it- 
self with the smaller and lesser- 
known $120-million Caritor to cre- 
ate a $1-billion entity that retained 
the name of Keane Inc. The merger 
gave the entity a critical size and an 
offshore base in India. 
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No Dearth of Spice and Ideas 





B. K. Modi: More to follow? 


HO'S NEXT ON THE BLOCK 
NU ties Spice? That was the 
question on the lips of market 
men and investment bankers last 
fortnight after Aditya Birla group 
company Idea Cellular acquired 
a 41 per cent stake in B.K. Modi's 
Spice Communications. Most of 
the consolidation, it would seem 
has happened, with the industry 
largely controlled by five-six big 
players. But hold on: Don't forget 
the new players who recently re- 
ceived licences to start mobile te- 
lephony operations. The 
Department of Telecom, early this 
year, issued telecom licences to 
Videocon, Unitech, Shyam 
Telecom, Idea and Tata 
Teleservices, amongst others. A 
couple of them—Venugopal 
Dhoot's Videocon and real estate 
major Unitech—have no prior 


Says Polaris’ Jain, who's no 
stranger to consolidation himself 
(a Citigroup company called 
Orbitech had merged with Polaris in 
2002 when both companies were of 
equal size): "Merger pangs in gen- 
eral take at least three years to settle 
down. The process calls for tremen- 


There's still room for consolidation in mobile telephony. 


experience in telecom services. 
Bankers also don't rule out some 
regional players who could be up 
for grabs. One such operator is 
Shyam Telelink, which has a uni- 
fied service access licence for the 
Rajasthan circle and operates basic 
telephony, mobile telephony 
(CDMA) and broadband services; it 
has some 200,000 subscribers in 
the bag. "There is a possibility of 
further consolidation in the telecom 
industry," says Saurabh Agrawal, 
Managing Director, Technology 
Media and Telecom group, DSP 
Merrill Lynch, who advised Idea in 
the Spice acquisition. According 
to him, bigger players like Bharti 
Airtel, Reliance Communications, 
Tata Teleservices, and Vodafone 
will be pan-Indian players; and 
with the acquisition of Spice 
Communica-tions (along with the 
new licences it has bagged), Idea 
Cellular is set to be the next 
national player. 

The biggest factor that will 
trigger further consolidation is a 
spectrum crunch. *New players 
have not yet got the desired spec- 
trum, and this could be a hurdle 
for them in starting operations," 
says an investment banker who 
declined to be named. He adds 
that many of the new telecom 
players, particularly those with no * 
track record in the business, are 
looking at creating an asset and 
making a quick buck. 

VIRENDRA VERMA 


dous internal communications, com- 
munications with the customer, re- 
spect between the two companies 
for each other's competencies, good 
conflict management in areas where 
businesses overlap and patience." 
Can Keane demonstrate this? 
NITYA VARADARAJAN 
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As inflation rages, marketers TINN 
have a huge challenge on their SN 
hands—to keep the price-value SM 
equation just right for consumers. 


RACHNA MONGA & ANUSHA SUBRAMANIAN SMS 


TU 
LE MIL 
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OR YOGENDRA KUMAR SRIVASTAVA, A 37-YEAR-OLD 
salaried individual who lives in Faridabad, his car is his 
lifeline. There's no other way of reaching his office, a 
telecom company in Okhla Industrial Estate in Delhi. 
Srivastava, who heads a family of six (including his par- 
ents), wishes there was some other way. His monthly petrol bill 
is steadily rising, moving from Rs 2,800 to Rs 3,000 in quick time. 
This is at a time when his equated monthly installment (EMI) on a 
housing loan is set to go up by Rs 2,000. Srivastava has no 
choice but to cut back. The number of dinner outings has come 
down from twice to once a week. *Even if there is a sale in the 
malls, we think twice before stepping in. We constantly ask our- 
selves—do we really need new clothes? Can we postpone any kind 
of big-ticket purchase—like a flat-screen television, for instance— 
for some time," shrugs Srivastava. 

[ As you read this, engineers at the Indian manufacturing facil- 
ities of Korean consumer durables major Samsung are pulling out 
all stops to bring down costs. Just one of those initiatives involves 
reducing the number of screws in a colour TV mould by going in 
for “locking-type” moulds. “This has resulted in some cost savings,” 
says R. Zutshi, Deputy Managing Director, Samsung India. 

Amit Sahu, a 30-year old senior manager with a private sector 

bank in Mumbai, has stopped taking his car to work. Ever since 
petrol prices went up from Rs 50 to Rs 55.76 per litre in the city, 
Sahu has stopped filling the tank. To reach his office in central 
Mumbai, he rides a Cool Cab (an air-conditioned taxi) along with 
colleagues living in the vicinity. A bachelor who doles out advice 
to his bank's customers on investment products, Sahu is clearly feel- 
ing the pinch of soaring fuel costs. 
C Call them gimmicks or consumer carrots, but Hyundai Motor 
India is doing its bit to lure buyers in an era of bigh fuel costs and 
finance charges. Last fortnight, the Korean car giant began offering 
a free fuel voucher worth Rs 2,700 with every Santro and i10 pur- 
chased (between June 20 and 30). A few days later Hyundai 
launched an ‘exchange and upgrade’ scheme that claims to allow 
owners of compacts to graduate to bigger cars at lower monthly 
loan payments. 

Renu and Ravi Jethwani, a young couple living in Thane, a 
suburban area of Mumbai, are saving Rs 7,000 a month by using 
office transportation—instead of riding together in their Maruti 
Swift to reach their respective offices. But that’s a tender mercy. 
The EMI on their home loan will soon go up by at least Rs 1,000, 
to Rs 35,000. Recently the Jethwanis had planned a holiday to 
Kashmir, but with airfares going up from Rs 17,000 to 
Rs 24,000 on the Mumbai-Srinagar route, they’re now plan- 
ning a holiday closer to home—preferably to a place that doesn’t 
involve flying. Perhaps a train. 

C “This is not just a possibility but a reality," says Siddhanta 
Sharma, Executive Chairman, SpiceJet, a low-cost airline. The re- 
ality he’s talking about is flyers downgrading to rail travel. That’s 
primarily because the price of jet fuel, which accounts for between 
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A MARKETER'S CHECKLIST 
IN INFLATIONARY TIMES... 


How to keep the consumer interested. 


v Discount, systematically: Target 
only consumers feeling the pinch 
Which means discount only at key price 
points and on small packs 


Encourage multi-un TA : 
vi For consumers with cash in the wallet, 


discounts are not what they're looking for; 
instead encourage them to stock up in an 
ticipation of the next price hike 


v Get more efficient: Squeezing 
out efficiencies and cutting costs 
are exercises that never end, be it in terms 
of inventory one. sourcing and 
across the supply chain 


Pass on costs, if you have to: 
But it would help if you are able to 
convince the consumer that you are offering 
more value—that's where innovation 
can play a role 


Don't trim marketing pate 
Rather than waiting for the slowdown 


to end before launching a blitzkrieg, keep 
the activities going, and try to gain sales 
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...AND A CONSUMER'S 
GUIDE TO SURVIVING 
INFLATION 


Down trade if you have to: 5nif 
out that petrol station that hawks 
regular fuel 


Buy in bulk if you can: 

v Inflation may not end in a hurry, and 
could in fact rise; it would make sense to 
stock up select items at current prices. 


CA Watch the fine print: The price 
of noodles, ice cream and tea 

you buy may not have risen; but check the 
weight, it may be a tad lighter as marketers 
attempt to be loyal to price points but not 
necessarily to quantity, particularly on 
smaller unit sizes. May make economic 
sense to buy a larger pack at a slightly 
higher price 


Get demanding (if you ล เฮ ท 1 
v already): Ask your kara add 
retailer for the best deals available—there 
are always plenty for the taking, even in an 
era of high prices 
v Substitution isn' 

Ever thought of trading in your petrol 
vehicle for a diesel one? It may make sense 
depending on the kilometres you do every day 
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RENU & RAVI JETHWANI 


RESIDENCE: 2-bedroom apartment in Thane in suburban Mumbai 
PROFESSION: Renu is a manager in a private sector bank, and Ravi is a 


chartered accountant with an MNC 





them—isn't looking so pretty after 
all. Touted for their propensity to 
spend brazenly, their mounting as- 
pirations, and their burgeoning pur- 
chasing power, these Children of 
Consumerism have been the toast of 
a shining India over the past six- 
seven years. Their rampant con- 
sumption did its fair bit to boost 
economic growth, and provided a 
huge fillip to service-oriented and 
consumer-targeted businesses. More 
and more cars have been hitting 
the roads; more Indians discovered 
the joy of flying (if it is a joy, that is); 
international vacations are no longer 
Bucket List-like wishes, trawling 
malls and marching into multiplexes 
became almost a constitutional right 
in urban India; eating out was a re- 
ligion; and credit card marketers 
and loan providers laughed all the 
way to the bank (their own). 

So what's gone wrong now? To 
put it simply, the cost of goods and 
services has increased as manufac- 
turers and marketers have no choice 
but to pass a part of the higher cost 
of doing business to the consumer; 
at the same time the cost of loans 
for buying homes, cars, consumer 
durables and vacations has climbed, 
leaving Consumer Joe significantly 


EMI on their home loan will now go up by at least Rs 1,000, to 
Rs 35,000; had planned a holiday to Kashmir, but with airfares 
going up from Rs 17,000 to Rs 24,000 on that route (from 
Mumbai), they're now eyeing a vacation spot closer to home 


ACTION: They've stopped using the car, opting for office transportation 


FEELING lighter in the wallet; a dismal picture 


THE 







SQUEEZE 





EFFECT: Monthly saving of Rs 7,000 


45 and 55 per cent of an airline's op- 
erating costs, has shot up by a little 
over 80 per cent in the last one year. 
“Trains run on fuel that is subsidised 
by over 47 per cent,” bemoans 
Sharma. Even as rumours of SpiceJet 
being an attractive acquisition target 
floated in the market, Sharma was 
preparing to knuckle down and con- 
front the cost dilemma head-on. For 
one, SpiceJet is now flying into fewer 
airports than before (to 16 as against 
19 a few months ago). For anotber, 
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it is focussing on sign- 
ing long-term main- 
tenance contracts 
instead of short- 
term ones. “These 
were ongoing ex- 
ercises but given 
the way fuel prices 
are beaded, they have 
gained urgency,” adds 
Sharma. 

Suddenly the Great Indian 
Middle Class—all 300 million of 





“We are 
cautious, but don’t 
forget that multiplex 
footfalls also depend 
on the (quality of) films 
being released” 


Atul Goel, CEO, 
Fun Republic 
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YOGENDRA KUMAR SRIVASTAVA and his family of six 


RESIDENCE: 2 BHK apartment in Faridabad 
PROFESSION: Srivastava works for a telecom company 
Monthly petrol bill is up from Rs 2,800 to Rs 3,000; EMI on a 
FEELING i à 
THE housing loan will go up by Rs 2,000 


ACTION: Dinner outings have been reduced from twice a 
week to once a week; postponing big-ticket purchases 


SQUEEZE 





longer flowing in. 

With consumers preferring to 
tighten the purse-strings, marketers 
clearly have their task cut out. Their 
#1 priority in such climes is to get 
the price-value equation right. This 
means justifying a higher price tag 
on their products with added at- 
tributes (in terms of quality or quan- 
tity). Alternatively, they 
need to take a 
close, hard look 
at their entire 
supply chain, 

and see where 
costs can be 
shaved off; or 
get into the re- 
search labs and 
innovate to bring 
down costs. At times 
when prices are less affordable, the 
not-so-cash-rich consumers are 
likely to defer purchases, or even 


is complete with investors’ portfolios 
getting eroded, and the virtually- 
assured returns of yesterday no 





















“In the short 
term consumers may 
defer purchases. But | 
don't see them goi 

to a cheaper bran 
because of inflation" 


R. Zutshi, Deputy MD, 
Samsung India 
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NO GAIN, 
MORE PAIN 


Rising interest rates and 
plunging stock prices compound 
consumers' woes. 


N. KULKARNI RUNS ABHAY, A LOAN-COUN- 
Veling centre in Mumbai. Over the past 
few weeks, Kulkarni has been deluged by 
visits and calls from individuals saddled 
with home loan debt, huge credit card bills 
and high-interest personal loans. It doesn't 
help that the stock markets have been 
brought down to their knees—in 2008, the 
30-share BSE Sensex has crashed by 36 per 
cent from its peak, leaving investors’ port- 
folios in tatters. Investors who've taken the 
mutual fund route may not have lost their 
shirts but they are unlikely to have escaped 
without scalding their fingers. 

For retail brokerages and asset man- 
agers, it's indeed a grim period, what with 
investors naturally reluctant to put their 
money in equities simply because there's 
not much of an investible surplus in their 
hands. "Investors haven't stopped their 
existing systematic investment plans (SIPs) 
in a big way, but they are not making fresh 
investments either," says Mehul Jhaveri, a 
financial consultant in Mumbai. Investors 
like Ketan Dalal, a salaried individual in 
Mumbai, are moving away from stocks. 
Dalal has reduced his stock portfolio by a 
fourth and parked money in fixed deposits 
and gold exchange-traded funds. 

As investors choose to sit on the side- 
lines, financial services firms are devising 
strategies to woo them. Mutual funds and 
their distributors, for instance, are fo- 
cussed on SIPs. "We have been aggres- 
sively pushing SIPs to our customers. We 
plan to bring value-addition to the SIP op- 
tions in various funds,” says R.S. Srinivas 
Jain, Senior VP & Chief Marketing Officer, 
SBI Mutual Fund. Some mutual funds like 
Reliance MF, Birla Sun Life MF have bun- 
dled an insurance cover along with the SIP 
option and are promoting it in a big way. 

For higher-net worth individuals, bro- 
kerages and banks are peddling capital 
protection products based on stocks, com- 
modities and gold. "While investors 
haven't put in fresh money, we are telling 
them that it's the right time to build a 
portfolio. Our major branches have a spe- 
cific counter that is advocating the concept 
of SIPs as well as other asset classes such 
as gold and commodity-based products to 
customers,” says Kanwar Vivek, Head - 
Retail Liabilities Group, ICICI Bank. Clearly, 
the retail investor has got to weigh his 
choices carefully now—should he take 
that weekend break or is that money bet- 
ter off in a mutual fund? It's getting in- 
creasingly difficult to do both. 
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| Petrol prices of almost Rs 56 per litre are eating 


into his spending power 


opt for cheaper brands. “It (high 
inflation) is a challenge because one 
would like to minimise the price 
increase so as to not disturb con- 
sumer's buying sentiment," says 
Samsung India's Zutshi. Adds V. 
Ramachandran, Director, Sales & 
Marketing, LGEIL (LG Electronics 
India): “In an inflationary environ- 
ment there’s pressure on certain 
sections of society and their 
potential access to high- 
value products.” 
“Businesses need 
to be resilient to 
manage the situ- 
ation,” says D. 
Sundaram, Vice 
Chairman, Hin- 
dustan Unilever. 
If marketers 
anticipate demand to 
slow down as a conse- 
quence of rising prices, they 
have two options ahead of them: 
To either go slow on advertising 
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RESIDENCE: 1 BHK apartment in Versova in Mumbai 
PROFESSION: Senior manager with a private sector bank 


| N: Shares a cool cab to work, along with a 
few other colleagues who live in the vicinity 







"At the end of 
the day, you cut costs, 
absorb some losses and 
pass on some to the 
consumer—that is all 
that one can do" 


, Director & CFO, 
Grasim Industries 


Sinis ร 
อ ห เท it is 


spends—and gain market share. 
Most companies have chosen the 
latter option—of aggressively 
pushing ahead with innovative of- 
fers and discounts. Here's a rough 
sample of who's doing what across 
sectors. 

พ The Fun Republic chain of mul- 
tiplexes is resorting to differential 
pricing for morning and evening 
shows. Morning shows are priced at 
around Rs 70 in Mumbai. "So peo- 
ple who cannot afford evening or 
night shows, which are priced at 
around Rs 250, can go for the 
morning shows," explains Atul 
Goel, CEO, Fun Republic. The mul- 


tiplex is also rewarding loyal cus- 
tomers with freebies. 

MOBILE SERVICES [I 
FEAR: People, particularly pre-paid 

subscribers, will talk less to spend less on 


their mobile bill as other ‘essentials grab a 
larger share of their wallet 


INDUSTRY STRATEGY: Focus on 
affordability and penetrate 


deeper up-country 


INVASOD LIHOVM 

















"| believe Airtel 
offers consumers an 
aspirational product 
that is affordable" 


, CEO 
Bharti Airtel 


and promotions 
and wait for the 
slowdown to tide 
Over; or to con- 
tinue with the reg- 
ular marketing activi- 
ties—or even step up 


CEMENT 


FEAR: Government is keen to control prices at 
a time when taw material costs are 


spiralling 


INDUSTRY STRATEGY: Set up 
capacities closer to markets 
to save on transportation 
costs; make the clinker 
close to the limestone 
source and set up grinding 
units close to the market; 
set up captive power units 
to trim the electricity bill 








B Godrej Consumer Products 
(GCPL) has introduced value packs in 
soaps. For instance, you can avail of 
a discount on purchase of four 
soaps. “While you maintain the 
price-value equation it is important 
to see to it that there is no com- 
promise on quality," says H.K. 
Press, Executive Director, GCPL. 

ii Samsung has introduced innova- 
tive finance options. One of them: 
A Re 1 cash-down scheme for air- 
conditioners, where the customer 
gets an air-conditioner for Re 1, 
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and pays for it in six EMIs. That's 
one way to boost consumer 
sentiment, says Zutshi. 

พ A commodity sector like cement 
has problems of its own. 
Even as raw material 
costs are soaring, 
the government 









i5 boss cias look at continued 
prices in ch ag efficiencies and cost- 

| saving programmes... 
I T * * * * ต 
= iade d combined with judicious and 
Bank has fore- sensible price increases" 


cast that prices 
will be down by 
5 per cent by 2010. 
"The only strategy (in 
such a situation) is to keep working 
on cost control," says D.D. Rathi, 
Director & CFO, Grasim Industries. 
The best way to cut costs is to ex- 
pand—by setting up new plants 
closer to the market, to save on 
transportation costs; and by gen- 
erating captive power to bring down 
the electricity bill. Grasim is spend- 
ing Rs 7,000 crore on these expan- 
sions over a three-year period that 
ends next March. 

พ As a part of its value engineering 
initiative, Samsung is optimising 
the current specs of its components. 
In the case of colour Tvs, the inte- 
grated circuit (IC) line-up has been 
changed. Instead of using two ICs, 
Samsung has developed one inte- 
grated IC, which allows 
for additional features. 
The Korean major 












is also giving a downgrading to rail 
three-band travel is a reality. Trains run 
equaliser instead f on fuel that is subsidised by 
of a two-band | over 47 per cent, whilst oil 
equaliser that ex- À companies make money on 
isted earlier. To the fuel we use" 


step up productiv- 
ity, Samsung has re- 
duced the tact time 
(time between two TV sets 
rolling out of the line) at its Noida 
CTV plant from 4.9 seconds last year 
to 4.5 seconds. 

พ Watch-maker Titan Industries 
has chosen to reinvent the brand, 





60 BUSINESS TODAY JULY 27 2008 


"At HUL we 


D. Sundaram, Vice Chairman, 
Hindustan Unilever 


"Passengers 


Siddhanta Sharma 
Chairman, SpiceJet 


























with a new tag line that says: “Be 
More." “It invites consumers to 
come to the store and buy," says 
Harish Bhat, coo - Watches, Titan 
Industries. Bhat, however, main- 
tains that “inflation has not affected 
us and we are not seeing consumers 
defer purchases". 
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If marketers like Bhat are not 
too concerned about inflation, it's 
because of two reasons: One is the 
affordability factor, which many 
companies think they've cracked. 
"You can buy a Titan watch from 
Rs 1,000 to Rs 10,000. We keep 
our prices fair and affordable," says 
Bhat. Adds Manoj Kohli, CEO, 
Airtel: “Our fundamental brand 
strategy has always been availability, 
affordability and simplicity. We will 
continue to highlight these three 
aspects, but may focus on the af- 
fordability aspect a bit stronger. I be- 
lieve that Airtel offers consumers 
an aspirational product that is 
affordable.” 

The second reason for optimism 
amongst marketers is the still-low 
penetration levels—particularly in 
semi-urban and rural areas—in 
many categories, particularly newer 
ones like mobile telephony. As Kohli 
points out, penetration of mobile 
services is still only 25 per cent in 
the country, the heady growth of 
the sector not withstanding. “A ma- 
jority of the population still doesn’t 
have a phone of their own. After 
food, clothing and housing, com- 
munication is the next important 
human need; it is not a luxury,” 
adds Kohli. 

Clearly, as customers shift into 
the cut-back mode, marketers have 
one of their biggest challenges in 
recent times on their hands. 
Random, across-the-board promo- 
tions and discounts may appear an 
obvious reaction, but just lower 
prices may not be what the con- 
sumer is looking for. When they 
are not in a mood to drive, or in a 
mood to ditch their favourite brands 
in favour of some cheaper labels, 
companies have to be able to con- 
vince them about their value propo- 
sition. And in case it’s not good 
enough, there may be no better time 
than now to redefine it. m 
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MALLS 





FOOTFALLS 
AREN T 
FALLING 


Soaring inflation hasn't quite transformed 
mall rats into house mice—not yet. 
ANUSHA SUBRAMANIAN 





























"It's possibly 
the best time for us 
when the customers 
are also looking for the 

best deals on offer" 


Noel Tata 
MD, Trent Ltd 







AST FORTNIGHT, NOEL 

Tata, Managing Director, 

Trent Ltd, flagged off its 

4th hypermarket format, 

a Star Bazaar flagship 
store, in suburban Mumbai. This is 
the second such store in Mumbai. 
Spread over 75,000 sq. ft, the store 
will stock everything from essentials 
to niche items like exotic cuisines 
at an international food section, a live 
bakery and a deli section. The Tata 
company’s Star Bazaar is, doubtless, 
yet another gleaming temple of mod- 
ern-day India. Yet, at a time when in- 
flation is raging and consumer sen- 
timent isn’t at its zenith, the timing of 
the launch could be questioned. Tata, 
for his part, doesn’t see any cause for 
shilly-shallying. “It is not risky to 
open a store in this category of prod- 
ucts and in a format that is really 
trying to bring value to the customer. 
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“We have not 
seen a fall in foot- 
falls in our stores and 

in fact are seeing an 
increase in sales” 


Gaurav Modwel 
Director, WFRL 






P 2 


Our aim is to give the customer 
the best quality at the lowest possi- 
ble price and, therefore, it's possibly 

the best time for us when the 
customers are also 
looking for the best 
deals on offer," 
Tata told BT at 
the launch event. 

To be sure, 
Tata isn't the 
only high priest 
of organised re- 
tailing who doesn't 
fear a fall in footfalls in 
a high-inflation, high-interest rate 
regime. As R. Subramanian, MD, 
Subhiksha and one of the pioneers 
in organised retail in India, points 
out: ^We are basically into essentials 
retailing; since people are not going 
to stop eating, we don't see our 
sales dipping. In fact, footfalls have 
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Deals help consumers tide over inflation 


gone up because customers today 
are looking for discounts more than 
ever before. We operate in an every- 
day-low-price format—this means 
we sell all items at a fixed discount 
to MRP at all times and our con- 
sumers get reliably lowest prices al- 
ways.” Gaurav Modwel, Director, 
Wadhwan Food Retail (WFRL), 
which owns the Spinach chain of 
neighbourhood grocery stores, adds: 
“The impact of inflation on neigh- 
bourhood or convenience stores is 
less. We have not seen a fall in foot- 
falls in our stores and, in fact, are 
seeing an increase in sales.” WFRL 
also owns other store brands such as 
Sangam Direct, S. Mart and Sabka 
Bazaar. Modwel estimates that 
three-fourths of his customer base is 
“still buying the products that they 
have always bought without cut- 
ting down their budgets”. 





Yet, it isn't as if anybody and 
everybody hawking essentials are go- 
ing to be in clover. At a time when 
purse-strings are being tightened, 
consumers will tend to flock to outlets 
that offer the best for the least. That's 
why, every retailer worth his stock is 
pushing hard with innovative pro- 
motions. For instance, cross-category 
promotions have become a rage, with 
discounts being offered on grocery 
purchases that are redeemable against 
purchase of apparel and household 
products. Lifestyle retail stores such as 
Pantaloon, Lifestyle and Globus are 
introducing a slew of schemes to 
woo customers. Globus has been 
sending SMSes to customers that de- 
clare: “Beat inflation in style. Get 
the Best Buy prices and Buy One, 
Get One Free schemes.” 

If consumers are reeling under 
cost pressures, so are retailers. As 


SVG ห น ง 15 


Kishore Biyani, Chairman of Futur 
Group that owns such retail brands 
as Pantaloon and Big Bazaar 
the biggest concern for retailers i: 
the increasing cost of doing business 
(which includes mainly high prop 
erty prices and financing costs). In 
such climes, there's little option but 
to take a closer look at one's cost 
structure, as passing on costs 1 
consumer may not be a competi 
solution. WFRL has started procuring 
a larger share of vegetables and 
fruits directly from farms. And it’s 
also bringing in efficiencies in in 
ventory management, packaging 
and shelf management. 

More than retailers of fruits and 
vegetables, it's the stores that 
not-so-essential items that will face 
the brunt of an inflationary 
ronment. Says Govind Shrikhande. 
Customer Care Associate & CEO of 
Shoppers’ Stop: “Obviously, inflation 
will impact the spending habits of 
consumers. While the 
slowdown is not reflected in th: 
luxury and high-end segment 
flation hits the middle class the hard 
est and is reflected in spends on 
films, eating out and clothing.” Still, 
being away from foods and closer to 
higher-value items has its advan 
tages. Shoppers’, for instance, ha 
consciously been moving towards 
the luxury segment of late. The ob 
jective? To maintain sales growth 
even if footfalls reduce, via highei 
conversion and bigger ticket sizes 

Clearly, the much-celebrated 
middle class, till recently 
for its rising purchasing powe 
aspirations, will be tightening its 
belts the most. Switching Over to 
cheaper brands or just eliminating 
some of the more expensive regu 
lar items of consumption will b 
the order of the day. As 
Subhiksha's Subramanian reveals 
"We are seeing some substitution 
effect in categories like groceries 
especially oils. We are seeing « 
signs of cutbacks in non-essentials 
like higher-end biscuits.’ 
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INFLATION 





HOW FAR 
LLIT GO? 


The truth is, no one knows. But there 
are certain key indicators you should 
watch for an early signal. risHi josui 


ERHAPS PRIME MINISTER 
Manmohan Singh, an 
economist of repute him- 

self, had seen the writing 

on the wall at the very 

outset. In a televised appeal to the 
nation, following the government's 
decision to raise fuel prices on 


sised that his government's 


Aug. '07 June 4, 2008, Singh empha- 


4.14 


Nov. '07 


325 
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hands were tied behind its back due 
to soaring global crude prices. When 
the revised fuel prices were fac- 
tored into the inflation calculations, 
the WPt-based inflation rate soared to 
a 13-year high of 11.05 per cent 
for the week ended June 8. This 
has, since, risen further to 11.63 


DIFFICULT 
TIMES 


A slew of monetary 
and fiscal measures 
has failed to rein in 


inflation. 
















STEADY 
RISE 
Inflation has gradually 


risen from October 
2007 onwards. 


per cent for the week ended June 
22, 2008. These figures are more 
than double the “comfort level" set 
by the Reserve Bank of India of 
below 5.5 per cent. 

This, though, is only part of the 
story. The inflation rate has gal- 
loped from just over 4 per cent in 


Mar. '08 


1.92 
















Jun. '08 


11.63 


* For week ended June 22 


early January to over 11.63 per cent 
now. The sharp rise in the prices 
of basic metal alloys, metal prod- 
ucts, primary & manufactured food 
articles, oilseeds, minerals and min- 
eral oils account for 70 per cent of 
this increase. The spurt in crude oil 
prices has only added to the gov- 
ernment's woes. Says D.K. Joshi, 
Principal Economist, Crisil: *High 
growth in India and China has led to 
higher demand for commodities like 
iron ore and steel, and this is putting 
pressure on prices." 

Then, inflation is now a global 
phenomenon, making it difficult for 
individual countries to shield their 
economies from its impact. The pro- 
blem is particularly acute in Asia. 
Says Abheek Barua, Chief Econ- 
omist, HDFC Bank: *The Asian coun- 
tries have been worst hit as the region 
Is a large commodity importer, com- 
pared to Latin American countries, 













mand for commodities 

which are [like iron ore & steel, put- 
net expor- | ting pressure on prices" 
ters of com- D.K. Joshi 
modities." Principal Economist, Crisil 

The global 
inflationary spike 
is linked to the skyrock- 


eting prices of commodities, partic- 
ularly of oil and foodgrain, but also 
of many other metals and food- 
stuff such as dairy products. There 
are strong indications that specula- 
tion—which has transformed com- 
modities from items of consum- 
ption to instruments of invest- 
ment—is the primary driver of this 
unprecedented global price rise. 
Other reasons include poor har- 
vests and the weak dollar. Ben 
Bernanke, Chairman of the us Fed- 
eral Reserve, has already signalled 
that he is now turning his focus 
on the weak dollar and inflation. 

Surging food costs and a dou- 
bling of oil prices in the space of one 
year has severely limited the ability 
of central bankers across the world 
to cushion the impact of inflation, 
the Organisation for Economic 
Co-operation & Development says 
in its June 4 report about the high- 
est worldwide inflation since 2001. 
Says Barua: “The problem is quite 
severe. Most of the world's major 
economies have inflation rates that 
are twice the target levels." 

The response to the problem 
has been predictable. Major Asian 
economies like Taiwan, India, 
Indonesia, the Philippines and 
Vietnam have tightened monetary 
policy. Research from Citigroup 
shows that globally, only the United 
States, where fears of a recession 
still loom, has real interest rates 
lower than those prevailing in Asia. 

So, what is the outlook for in- 
flation in India? The Reserve Bank 
of India (RBI) has already hiked the 
Cash Reserve Ratio, the amount of 
cash balances that banks have to 
maintain, twice by 50 basis points 
each in April and June to check in- 
flation (the CRR is now at 8.75 per- 


M rowth 
has led to higher de- 














cent). It also raised the repo rate 
by 50 basis points in June. Says 
Crisil's Joshi: “RBI has been follow- 
ing a tight monetary policy since 
2004. It could have, perhaps, done 
more but nobody had anticipated 
the oil shock." 

The higher lending rates have al- 
ready resulted in a sharp reduction 
in consumption growth. Leveraged 
spending by households has de- 
clined sharply—and this has led to 
lower sales of two-wheelers, con- 
sumer durables and real estate. The 
growth in fresh mortgage disburse- 
ments has slumped to single-digit 
levels over the last few quarters, 
compared to a CAGR of over 40 per 
cent witnessed between 2001-02 
and 2005-06. 

In addition to monetary steps, 
the government has initiated sev- 
eral fiscal measures to tide over the 
crisis. Import duties on edible oils, 
fuels and food items have been cut 
and the exports of pulses, wheat, 
rice and cement have been banned. 

So far, these measures have had 
little impact on the inflation rate. 
Economists, however, say that mon- 
etary measures typically show re- 
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Abheek Barua 
Chief Economist, HDFC 


sults after a lag of six to 12 months. 
Then, measures like cuts in import 
duties and higher export duties 
help only in certain given condi- 
tions. But with the global pric es of 
most commodities ruling at much 
higher levels than those prevailing 
in India, their impact 
will, at best, be limi- 













"Most of the ted. Says Anjan 
world's major Roy, Advisor, 
economies have Economic Aff- 
inflation rates that are | airs. picci: 
twice the target levels” “Monetary mea- 







sures may have 
some effect over 
the medium term, 
but fiscal measures will 
have little impact due to sup 
ply-side rigidities.” 

High inflation, then, is a reality 
that Indians will have to live with 
for the time being. While food in- 
flation could moderate by 
September on the back of a good 
rabi crop harvest and bountiful 
monsoons, the spoiler could be the 
high global prices of metals and 
crude oil. The latter, in particular, is 
a source of concern. Even if the 
government holds on to the prices 
of petrol and diesel, those of other 
petroleum products like ATF, naph- 
tha, bitumen and furnace oil, which 
are not administered, are expected 
to rise, causing further pain to user 
industries. This could continue to 
stoke manufacturing inflation (man 
ufactured products account for al- 
most 64 per cent of the wr! bas- 
ket). Says Subir Gokarn, Chief 
Economist, Standard & Poor's Asia 
Pacific: "Crude prices are an im 
ponderable, which makes it diffi- 
cult to take a call on inflation. Even 
today, we have just factored a 
fraction of the high crude prices in 
the fuel prices." 

The bottom line, therefore, is 
that no one knows how long the 
tough times will last. Bur keep an 
eye on crude and steel prices. The 
inflation rate will not moderate 
unless they climb down. t8 
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THEUPA REPORT CARD 


A Mixed Ba 


The Manmohan Singh government's performance can, at 











best, be labelled ‘middling’. With general elections due 
within the next 6-8 months, we take a look at the report card 
the UPA government will present to voters. ROHIT viswANATH 


AMLAL, A RICKSHAW 

puller in Delhi, regrets 

his decision four years 

ago to vote for the 

Congress. He felt then 
that the Congress’s aam aadmi 
plank would accommodate him and 
allow his family to share in the 
prosperity that was transforming 
large swathes of urban India. Ramlal 
earns Rs 4,000 per month with 
which he supports his wife and two 
children. He also sends money to his 
ailing parents who live in their na- 
tive village in Uttar Pradesh. 

His hopes have been belied. 
Ramlal’s lament is that his lot, 
far from improving, has only got 
worse. Earlier, he could not only 
meet his day-to-day expenses and 
send home money, but also save 
Rs 500 every month. But today, 
he can barely manage to feed his 
children. “The continuous price 
rise is making my life miserable,” 
he complains. 

Ramlal's is not an isolated case. 
It is symbolic of the fact that the 
aam aadmi, who voted the 
Congress-led United Progressive 
Alliance to power, is less than im- 
pressed with the government. There 
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BROKEN F PROMISES 


Ambitious social sector and economic 
no pts EON RR na 
Minimum Programme (CMP) 

not been met. 

Tarcers: Increase outlay for 
education to 6 per cent of GDP 
status: Remains way below target. 
Allocation stands at 1.06 per cent 
of GDP in the 2008-09 Budget 


tarcets: Increase outlay for 
health to 3 per cent of GDP 
status: At 0.99 per cent of GDF 
the allocation remains way 
below target 


tarGETS: PSU privatisation 
status: Stalled due to lack of 
political will 

tarcets: Opening up of foreign 
investment in banking, 


insurance 
status: Stalled due to opposition 
from allies 


tarcers: Labour reforms 
status: Stalled due to pressure 
from the Left 


is growing unease across various 
sections of the population over the 
government's inability to rein in in- 
flation—it was at a 13-year-high of 
11.63 per cent for the week ended 
June 21, 2008—which, admittedly, 
is largely fuelled by international 
factors. But has the Congress and 
the UPA really delivered on their 
promises? It has, on some counts, 
but hasn't on most others. But 
Manish Tewari, Congress spoke- 
sman, squarely blames the states 
for the government's failure to live 
up to its promises. “In a federal 
polity, many subjects fall under the 
jurisdiction of state governments. 
There is little the Centre can do to 
improve the delivery of services at 
the state level. If people elect com- 
petent leaders, they get a competent 
administration," he says. 


What Went Wrong? 

Economist Omkar Goswami, 
Chairman, CERG Advisory, feels 
the government did earnestly try to 
fulfil the commitments it made in 
the Common Minimum Progra- 
mme (CMP). “The rapid growth of 
the last six years has increased 
economic inequality, and accen- 
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Reality bites: Time for the UPA coalition to take stock of the situation on the ground 





tuated the feeling of alienation poverty, but has not been able 1 ๐ ance of NREGA reveals 
among those left out of, or achieve its poverty alleviation tar- the system. It reports tl 
touched only peripherally by, the gets. The Bharat Nirman scheme, to alone, Rs 2.77 crore and 
process,” he says. The Gini coef- improve rural infrastructure, is lakh were paid to unregister: 
ficient—a measure of statistical 66 per cent short of its goals. NREGA, fictitious labourers, | 
dispersion that is commonly used UPA’s flagship scheme for the aam during 2006-07. 
to measure the inequality of in- aadmi, is generating large-scale cor- Again, the Congress beg: 
come and wealth distribution— ruption instead of employment and fer. “You should ask the px 
for consumption expenditure has has, in most areas, done little to whom NREGS makes the difi 
increased between 1999-2000 and improve the lot of rural workers. between getting a meal and starving 
2004-05, for both urban and rural The CAG report on the perform- It is working very well i 
India. “It is a fact that people have 
generally become better off, except 
that some have got more better " 
off than others. Thus, the increase X : ES | 
in inequality," he adds. | 
Then, many of the schemes— 
most notably NREGA (National Rural 
Employment Guarantee Act), NRHM 
(National Rural Health Mission) 
and JNURM (Jawaharlal Nehru 
Urban Renewal Mission)—launched 
by the government were improperly 
administered. Result: the benefits 
did not always reach the targeted 
beneficiaries. Says Charan Wadhwa, 
Professor Emeritus, Centre for 
Policy Research: *The intentions 
behind these schemes were good, 
but delivery has been poor." d Le 
The UPA government has spent "Auge —— "9 
over Rs 2,00,000 crore on fighting NREGA: UPA's flagship scheme f 
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HOW THE FLAGSHIP SCHEMES HAVE DONE 


Several well-intentioned programmes are bogged down by poor implementation 
and widespread corruption. 


SCHEME 










STATUS REMARK 











Andhra Pradesh, Maharashtra and 
Madhya Pradesh, and is money very 
well spent, though there may be a 
few instances of leakages,” says 
Tewari. The government’s achieve- 
ments in the areas of health and 
education, too, are way behind its 
own targets (see Broken Promises). 
Here, too, Tewari defends the gov- 
ernment’s report card. “If you check 
the records, you will find that the 
money spent on education and 
healthcare has increased handsomely 
since 2004 when the UPA govern- 
ment entered office,” he says. 

According to R. Baladevan, 
Senior Associate, Centre for Civil 
Society, a not-for-profit organisa- 
tion devoted to improving the 
quality of life in this country, the 
UPA government has not been able 
to provide any new direction to 
the country. It has simply increased 
allocations for cetain schemes in- 
stead of trying to remodel and im- 
prove the projects. “If a system 
hasn’t worked for 50 years, what’s 
the use of pumping more money 
into it?” he asks. 


But the pulls and pressures of 


running a coalition government 
meant that the UPA leadership was 
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SUMEET INDER SINGH 


never in a position to take necessary 
but politically contentious decisions. 


“You wonder about the longevity of 


a dog whose tail is longer than its 
body,” quips Goswami. 

The Prime Minister himself has 
acknowledged the government's 
failures in many areas—like infra- 
structure, PDS (public distribution 
system), power sector reforms, 
corruption, etc. Peak power deficit, 





“The government is trying to 
kill the fly (inflation) with the 
axe of monetary policy" 


Arun Shourie, Senior BJP leader 


National Rural Average employment generated last  NREGS has become a platform for 
Employment year was just 18 days against the , Corruption. Diversion of funds, fudging 
Guarantee Scheme | promised 100 days, says a CAG | of data to show payments for work not 
, audit report , done, etc. are rampant | 
Jawaharlal Nehru | Over 370 projects valued at Rs 3100 | Rampant corruption and lack of 
Urban Renewal | crore have been approved and 51 cities | transparency in allocating funds are 
Mission | have formally committed themselves hampering this programme 
_ to implementing the reform agenda | 
:4 6 4 Santi oS OU R ES | RES 
Bharat Nirman | Approved rural infrastructure projects Systemic problems plague 
. are running over two years behind | implementation of the programme. 
| schedule. With respect to irrigation and | Delays are causing massive cost 
| roads, only 20 per cent of targets have | overruns 
, been achieved | 
PE ai te Sek ร 5 ร ด aba s S te a A EM HK NIA 
National Rural | Atotal amount of Rs 10,223 crore | There is no administrative control. No 
Health Mission | (approximately) has been spent during | attention has been paid to monitoring Hl 
| the first year | the quality of medical care given to duca 'on: 
| | rural people 





at 16.6 per cent in 2007-08, Is 
worse than 2003-04 figure of 11.2 
per cent. “Poor implementation 
of schemes has been a blot on 
UPA’s economic governance 
record,” says Goswami. 


Global Factors 
Singh, in his address to the nation 
on the fourth anniversary of the 
UPA government, blamed the up- 
ward pressure on prices since 2007 
on the steep increases in global 
crude oil and food prices. However, 
not everyone agrees. Experts feel 
that the situation would not have 
gone out of hand if the govern- 
ment had foreseen the price trends. 
“The government is now trying to 
kill the fly that is inflation with the 
axe of monetary policy,” says Arun 
Shourie, former Disinvestment 
Minister and senior BJP leader. 
Rajiv Kumar, Director & Chief 
Executive, ICRIER, feels the govern- 
ment should have taken difficult 
decisions—like raising the retail 
prices of petroleum products in line 
with global crude prices—when the 
economy was sailing along. “It did 
not use the good times to consoli- 
date the economy," he says. Agrees 
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Subir Gokarn, Chief 
Economist, Standard & 
Poor's, Asia Pacific: “If it had 
passed on the international 
price movements to con- 
sumers, it wouldn't have been 


THE BIG PICTURE 


Except for the inflation rate, the other major economic 
indicators have improved during the UPA regime. 





Inflation 

in such a grave predicament 

as it is today.” GDP 

Then, the Rs 60,000- GDP growth 

crore farm loan waiver 
Savings as 

scheme announced by apercentage 

Finance Minister P. ofGDP 

Chidambaram in this year's Foreign exchange - 

Budget is also generating con- reserves t 

troversy. Loan waiver sche- 

mes have not always paid po- dicens — 

litical dividends in the past, Unemploymentrate — 0.9956 

and already, there are influ- Exports 9 28 ars ติ , 

ential political voices de- ———————————— 
*Forthe week ended June 21,2008  **2004-05 ***2007-08 


manding expansion of 
the scheme to include more 
farmers. And there are also very 
real fears that the scheme will en- 
courage wilful defaults and weaken 
the banking system further. 


Hopes Belied 


The coming to power of the UPA 
government had generated a lot of 
expectations not only at the bot- 
tom of the pyramid, but also in the 
business community. India Inc. had 
expected the “dream team" of 
Manmohan Singh, Chidambaram 
and Deputy Chairman of the 
Planning Commission Montek 
Singh Ahluwalia to launch the sec- 
ond phase of liberalisation. 

The economy was on a high 
growth trajectory during the first 
three-and-a-half years of the UPA 
government. The stock markets and 
the real estate sector were booming, 
Indian corporations were going 
global and the economy was grow- 
ing at over 9 per cent. Labour re- 
forms, banking and insurance sector 
reforms, pension reforms and dis- 
investment of public sector units 
were urgently needed to keep the 
momentum going. But these were 
put on the backburner under pres- 
sure from the Left. 

Soon, the feel good factor gen- 
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erated by the booming economy 
began to taper off as inflation rose, 
industrial production declined and 
the stock markets wobbled. BsE's 
market capitalisation has fallen from 
Rs 70.70 lakh crore on January 8, 
2008 to Rs 41 lakh crore on July 3, 
2008. Monetary policies to rein in 
inflation are taking a heavy toll on 
the manufacturing sector. The Index 
of Industrial Production (1P) has 
grown by a mere 6 per cent in the 
first four months of the calendar 





"Its a government in a state 
of crisis. This is no time to 
evaluate it" 


Sitarem Yechuri, CPI(M) Politburo member 









year compared to 12 per cent 
in the corresponding period 
last year. According to Dun 
& Bradstreet, 117 is expected 
to remain downcast till in- 
terest rates come down. 

The Congress, expectedly, 
brushes aside any suggestion 
of failure. Says Tewari: “You 
just have to look at our 
record of successes. The RT! 
(Right to Information) Act, 
Sarva Shiksha Abhiyan ($54), 
the Mid-day Meal Scheme, 
NREGS, and loan waver for 
farmers are shining examples 
of the good work done by 
this government." 

Asked to comment on the 
government's performance, 
CPI(M) Politburo member and 
Rajya Sabha mp Sitaram Yechury, 
says: “It’s a government in a state of 
crisis. This is no time to evaluate it.” 


The Crown Jewels 

Many feel that the RTI Act is the 
most significant contribution of the 
UPA government. “It not only em- 
powers citizens but also enhances 
democracy and brings about ac- 
countability in the public sector," 
says sociologist Ashis Nandy. 

And, of course, there's the Indo- 
Us nuclear deal. Most independent ex- 
perts, most notably former President 
A.P.J. Abdul Kalam, say the deal is 
good for the country. If the Prime 
Minister can pull off the deal, he 
will probably go down in history as 
the man who secured India's energy 
security and changed its strategic and 
geo-political doctrine forever. 

In balance, these two (RTI and 
the N-deal), then, are likely to be the 
lasting contributions of the UPA gov- 
ernment. But there's also an election 
to be won and an eléctorate to be 
wooed and neither RTI nor the N- 
deal is likely to resonate with the 
voters. And therein lies the irony of 
this government's achievements. I 
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A decade after it came 
India for. low-cost 1 ta 





OING THE SEEMINGLY IMPOSSIBLE more, he has run 42 marathons, become proficient in 

is nothing new to Wim Elfrink, snowboarding and skiing and even found the time to 

the 56-year-old Chief become fluent in German and Italian, besides picking 

Globalisation Officer and up a smattering of Hindi in the last 19 months he has 

Executive Vice President of the spent in India. All these tasks, however, pale compared 

$34.5-billion ($29.2 billion for the to the one Elfrink has set himself at work. More 

first nine months of the current fiscal) networking gi- than a decade after he joined Cisco and worked 
ant Cisco Systems. Over the last two decades and across the Us and Europe, he has chosen to relocate to 
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A decade after coming to India fi 
Cisco now sees it as a second alol 
HQ. Here are the company's plan 


Move senior management, beginnin 
with Wim Elfrink, to its Globalisatior 
Centre East in Bangalore to manage 
the transition 


Have business units based and 
entirely from India; these will be new 
entities, and not relocated from ths 
US or Europe 


Address economies in a five-h: 
flight span from Bangalore from the 
globalisation centre 


Sell the idea of operating a si 
global HQ internally and look for 
more senior and middle manage 
to make the transition 


| Change Cisco's work culture fri 
‘command and conquer,’ wher 
US headquarters dictates strate: 
one of collaboration, where se 
executives are allowed to run the 
businesses almost autonomous 


Build middle management ban 
internally to allow local employe 
to eventually take over entire glo! 
business units headquartered fr: 
Bangalore 





| Have business units focus 
opportunities domestically and ir 
proximate markets like Saudi A 

and focus R&D efforts on : 
solutions for these economie: 


Ji 
-—- 
— 





— 


l evelopi 
Wim Elfrink with his team: Back row ( to R) Mrinalini Ingram, Sr. Director (Finance), Globalisation Office- Leo 
Scrivner, VP (HR), Globalisation Office; Syed Hoda, Chief of Staff, Globalisation Office: Shelley Smith, Executive 
Communications Manager, Globalisation Office; Sharan Varma, Sr. Executive Admin. Globalisation Office: and 
Aravind Sitaraman, MD, Cisco Development Organisation Front row (L to R) Pascal Turchi, Director (Strategic 
Alliances). Globalisation Office; Elfrink, Chief Globalisation Officer and EVP: Toby Barton; VP (internet Business 
Solutions Group), Globalisation Office; and Lea King, Director (Market Management), Globalisation Office 
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Bangalore and spearhead Cisco’s ambitious plans to With demographics expected to chang: 
make the city its second global headquarters and oping world now accounts for half the 
move up to 20 per cent of its top talent to India. and will account for over seven billion of th: 
Cisco, which makes networking equipment that population by 2050, according to variou 
helps direct traffic on the Internet, has followed Cisco is now looking to make India 
the rise and fall of the technology industry. A decade global HQ or Globalisation Centre | 
ago, the company opened its software unit in India needs to harness the technology expertis 


iN 


and focussed on the cost leverage offered here. in other major regions,” says Robert W 


| f 
Fa V" » 


“J PS X. " 
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1. Syed Hoda 


Chief of Staff/ | VP (Human Resources) | Managing Director/ 
Globalisation Office : If Cisco is to execute this : Cisco Development 
One of the first people to make : ambitious globalisation Organisation 


the move to Bangalore after 
Cisco announced its globalisa- 
tion plans, Hoda is the 
hands-on person who executes 
this new strategy 





Principal Analyst and Research 
Director at Forrester. 


Transformation in Progress 
“Cisco wants to be the next gener- 
ation company in terms of speed 
and scale," Elfrink declares when 
we meet him at Cisco's swish 
| -million sq. ft campus on Banga- 
lore's Ring Road. In almost two 
years that he has spent in the city, 
he has opened a new campus for 
the company and convinced at least 
half-a-dozen vice president-ranked 
executives to relocate themselves 
as part of this ambitious pro- 
gramme. He has had to walk the 
talk by proving that an entire busi- 
ness line could be managed from 
here. “I am in charge of Cisco’s 
($6 billion or Rs 25,800 crore) 
services business. My biggest cus- 
tomers are in mature markets and I 
need to trust my team there to 
manage key accounts," says Elfrink, 
who spends up to 60 per cent of his 
time on the road. 

Being part of the globalisation 
team has also meant that Elfrink 
and his team (curiously, just three 
people report directly to him for 
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| 2. Leo Scrivner 


: programme, then it will need 
: Scrivner to coax the best top 
: and middle talent within the 
: company to consider a 

: move to India 





this initiative, with the rest own- 
ing only dotted line responsibility) 
have had to alter their style of func- 
tioning to suit these emerging mar- 
kets. “There isn't such a premium 
on personal space in India, for ex- 
ample, and work is more ad hoc 


% ^^ 


OM petu 


: A 22-year industry veteran, 
| Sitaraman will help Cisco's 
: R&D unit change focus to : 
: develop products and solutions i 
: for emerging economies 


ais relate 


3 Aravind Sitaraman | 4. Mrinalini Ingram 


Senior Director (Finance)/ 
Globalisation Office 

Cisco CEO John Chambers 
announced an ambitious 
$1.1-billion investment plan 
for India back in 2005 and 
Ingram holds the keys to 
these millions 





in developing markets compared 
to the rigid meetings and reviews in 
the West," says Leo Scrivner, Vice 
President (HR) for Cisco. 

Elfrink has himself adjusted his 
workday to balance two time zones 
and even works 10 days straight 
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Cisco campus in Bangalore: Not just a development centre, but Globalisation Centre East 
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before taking a couple of days off 
from work (see Global Way of Life). 
“I work early in the morning and 
late in the night from home and 
spend some time with my kids and 
come to the campus only to meet 
with colleagues and customers," 
says Elfrink. Adjusting to this envi- 
ronment means getting used to not 
working on a Friday in West Asia, 
which is a weekly holiday, for ex- 
ample. “You don't need to com- 
mute to compute," Elfrink declares. 


Pieces of the Puzzle 

Cisco has already set up a com- 
plete business unit—Cisco Building 
Systems Business Unit—out of its 
Bangalore campus and is looking 
for more units to house right here. 
"We haven't moved a single job 
or business unit out of the us or 
Europe; these are all incremental 
businesses we are opening here," 
says Syed Hoda, Chief of Staff for 
Cisco's globalisation initiative, who 
first spoke seriously on this ambi- 
tious plan with Elfrink on a flight 
from Frankfurt to the us. *We 
want to cover markets within a 
five-hour flight from Bangalore 
and that accounts for around 70 
per cent of the human population," 
explains Elfrink. 

Cisco has won admirers in the 
industry, academia and analysts. 
According to Elfrink, over 100 
companies have visited its 
‘Globalisation Centre East’ (as it 
calls its Bangalore operations) and 
it has even been featured in man- 
agement journals. “They have am- 
bitious plans for India because they 
have had a lot of success there and 
see tremendous growth in the re- 
gion. It is much easier for them to 
be based in Bangalore than in 
Silicon Valley for these efforts," 
says Vivek Wadhwa, Wertheim 
Fellow at Harvard Law School and 
Executive in Residence at Duke 
University (a serial technology en- 
trepreneur, Wadhwa has closely 
followed the fortunes of Cisco over 


GLOBAL WAY 
OF LIFE 





Two years after relocating to Bangalore, 
Wim Elfrink has redesigned his day 
to suit his new global outlook. 


17 a.m.: At a time when most top 
executives would be finishing their 
morning run and beginning to get 
ready for work, Wim Elfrink is already 
an hour into work, virtually meeting 
his colleagues using Cisco's Tele 
Presence conferencing technology 


1 9 a.m.: A few hours meeting with 
colleagues in the US and Europe and 
initiating meetings with his team 
based in India. Besides relocating to 
India as Cisco's Chief Globalisation 
Officer, Elfrink runs the $6-billion 
services arm of Cisco globally 


POOP OHO HHO eRe eee 


13 p.m.: After several hours of 
meeting with colleagues, customers 
and visitors, Elfrink heads back home 
to be with his two sons, David and 
Max, 12 and 9, respectively, and his 
wife who've moved to Bangalore with 
him. “You don't need to commute to 
compute,” he often tells his staff 


16 p.m.: It's time for another bout of 
work for Elfrink, as he once again 
logs on to the TP system and catches 
up with colleagues in North America 
just as they are about to begin their 
workday. As part of the globalisation 
process, Elfrink often works through 
the weekend (since some countries 
in West Asia like Saudi Arabia have 
differing weekly holidays) and takes 
a few days off after working for 
10-12 days 


the last couple of decades). 

There are already some posi- 
tive signs for the globalisation ini- 
tiative of Cisco. For example, it 
has inked a pact to provide quad- 
play (data, voice, video and mobile 
communication) to the 156-mil- 
lion square metre Prince Abdulaziz 
Bin Musaed Economic City in 
Saudi Arabia. Elsewhere, Cisco has 
said it will invest $1.5 billion (Rs 
6,450 crore) in developing UAE’s 
ICT infrastructure and has signed up 
with state-run Silatech in Qatar to 
develop technology platforms to 
support employment requirements 
in the country. Says Elfrink: 
“Globalisation isn’t an India-only 
Strategy and we are looking at 
other emerging economies such 
as Russia, Brazil and China to 
boost our presence.” 

Cisco has earned in excess of $1 
billion (Rs 4,300 crore) from its 
India operations and has over 
5,000 people (across its captive 
and partner teams) working on 
R&D in the country. In a small of 
fice with a white board littered 
with notes in three different 
colours, Aravind Sitaraman. 
Managing Director of Cisco 
Development Organisation (it over- 
sees both captive and third-party 
developers), is beginning to over- 
haul the way his teams undertake 
their work. “We are building solu- 
tions specifically for these emerging 
markets,” he claims. Currently, 
Cisco’s India R&D works on optical 
software, aggregation, gigabit switch 
and router work. Besides, India is a 
centre of excellence for its unified 
communications product line 

Elfrink is now set to transfer 
those skills to emerging markets, 
where his engineers will be chal- 
lenged to think out of the box and 
innovate on the completely new 
solutions. *This involves à com- 
plete change in strategy and ori- 
entation, but we're making 
progress," says Sitaraman. From 
leveraging cost for the company's 
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global operations, Cisco's India R&D 
will now become a hub of break- 
through innovation. *We hope to 
export some breakthrough ideas to 
the West," says Sitaraman. Cisco 
is teaming up with the likes of 
Satyam (where it owns a $100- 
million or Rs 430-crore minority 
stake in the JV) to deploy and man- 
age medical distress solutions for 
the global market and is working on 
pilot projects with the likes of NIT to 


develop a rural kiosk to deliver serv- 
ices for rural areas, using existing and 
future networks. *We want to see 
what kind of business one can gen- 
erate in rural areas. We can't re- 
motely deliver solutions for emerg- 
ing markets; we have to be close to 
innovation here and the scale of 
the market itself," says Elfrink. 


Challenges Aplenty 

Besides retooling and reorienting its 
growing R&D operations, Cisco 
faces challenges on other fronts. 
Everyone beginning with Cisco's 
charismatic CEO John Chambers 
will need to get used to this new 
management style, where senior 
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executives will need to collabo- 
rate with their business unit heads 
in India. While Elfrink lets his 
managers handle face-to-face in- 
teractions with customers, he visits 
the us and Europe to front-end 
the really big deals. “Our business 
is currently in transition; we get 80 
per cent of our business from ma- 
ture markets, but two years ago 
we began reporting emerging 
economies (separately) and that 


é 
Shooting hoops: Techies on Cisco's Bangalore campus reap the fruits of globalisation 





today accounts for 20 per cent of 
our revenues," Elfrink says. 
Forrester's Whitely argues that not 
all executives can make the leap 
from strong managers in a com- 
mand-and-control environment to 
one that works with peers to make 
decisions as a group. 

Cisco executives themselves ad- 
mit that moving 20 per cent of 
the company's top management 
to India won't happen overnight; 
instead it could take five years to 
finish. While executives such as 
Elfrink, Chief of Staff Hoda and 
Sameer Padhye, Vice President 
(Services), were the early advo- 
cates of this programme, moving 


more senior managers may prove 
challenging. Over the long term, 
though, that may not be a big issue. 
Scrivner's mandate, for instance, is 
to develop Indian managerial talent 
to eventually take charge. “The 
first wave was expats from around 
the world, then came Indians re- 
locating back home and we even- 
tually plan to have local talent 
manage this centre," he adds. 

It is little surprise that Cisco is in 
a hurry to make this transition; 
CEO John Chambers is trying to 
sustain growth even as the market 
softens. Already, brokerage houses 
such as UBS have downgraded 
Cisco's stock and the firm's tech 
analyst, Nikos Theodosopoulos, 
notes in a recent memo that "recent 
checks indicate that in addition to 
prior softness in US enterprise, 
European enterprise is slowing a 
bit, and emerging markets, while 
still strong, are growing in the 25- 
30 per cent range, not the 30-40 
per cent target". Given that Cisco is 
already nearly $40 billion in an- 
nual revenues, it would be diffi- 
cult to reach Chambers' aggressive 
12-17 per cent growth targets with- 
out making large acquisitions and 
compromising operating margins, 
writes Theodosopoulos. 

Meanwhile, Cisco is focussing 
on developing talent locally. 
Padhye is perhaps an archetypical 
example of this effort. He started 
at Cisco when the company was 
just a 600-person outfit and over 
the last decade and more has had 
stints in Singapore, London and 
the Us before relocating to India. 
“This is not just a change of loca- 
tion; we wanted to take a few 
business units, and run and grow 


them out of India,” he explains. 


He believes that solutions in areas 
such as Wi-Max and optical net- 
works will be driven from emerg- 
ing markets. If Cisco's audacious 
experiment works, then it will 
stand transformed not just in India 
but also in the us. 8 
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Away from the arclights, Wipro's Consumer Care & Lighting 
division is expanding its market share and challenging 
the established players in the business. ' 





K.R. BALASUBRAMANYAM 
































HEN GODRE] RELA- 
unched its flagship 
soap brand, Cinthol, 
in March 2008, 
with a Hrithik 
Roshan commercial, the 
Bollywood star said in an in- 
terview that the ad film was 
bigger than Dhoom 2—there 
was, he said, more action in 
the ad than in the film. Well, it 
could not have been less. India’s 
Rs 6,750-crore toilet soap mar- 
ket, growing at 10 per cent per 
annum in value terms, is full of 
suspense and action. Last year, 
ITC unnerved the entrenched 
players with its Fiama Di Wills, 
Vivel Di Wills and Superia range 
of personal care products; and, 
Wipro’s Santoor dislodged 
Godrej No.1 to take third place, 
in value terms, with a 7.6 per 
cent share of the market. 
It would have raised few 
hackles if Wipro’s advance had 
stopped there. But it is mov- 
ing ever closer to #2 Godrej 
Consumer Products (GCPL) in 
overall market share in toilet 
soaps as well. At 9.2 per cent, 


the Mumbai-based Godrej is less 
than a percentage point ahead of 
Wipro’s share of 8.3 per cent. 


Powered by Santoor 

Santoor, which accounts for 40 per 
cent of Wipro Consmer Care & 
Lighting (WCCL’s) revenues, is 
clearly leading the charge. The di- 
vision has grown at 25 per cent-plus 
for the last nine quarters and 27.7 
per cent last year, far in excess of 
the industry average of 13-16 per 
cent. Its Indian business alone has 
reported a compounded annual 
growth rate (CAGR) of 30 per cent 
over the last four years. 

If UNZA, one of South East 
Asia’s leading personal care com- 
panies, which Wipro acquired in 
August 2007 for Rs 1,010 crore, is 
included, then the fourth quarter 
numbers look even more formi- 
dable: revenues of Rs 1,521 crore 
and PBIT of Rs 190 crore for the 
year ended March 31, 2008. “The 
UNZA acqusition has put us into a 
new league altogether—we have 
grown from being a Rs 1,000-crore 
business to a Rs 2,000-crore busi- 








ness,” says Vineet Agrawal, 
President, WCCL. 

Not surprisingly, Agrawal and 
his team are weaving all their strate- 
gies around Santoor. “We are look- 
ing at ways to increase the equity of 
Santoor beyond soaps and into the 
broader personal care space. We 
will soon introduce more Santoor 
products,” says Anil Chugh, Senior 


THE STORY IN NUMBERS 


Wipro's Consumer Care & Lighting division 
has been turning in stellar performances. 

ROCE (36) 
2007- 


2008 = 190 13 
2006- 818 
2007 8 100.6 


2005- 600 
2006 B 80.5 


2004- 472 
2005 @ 67.2 
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2003- 300 
2004 § 43.6 
WE Revenues =m PBIT Figures as per Indian GAAP 


ROCE dropped last year due to UNZA acquisition; prior to that 
due to North-West acquisition in the Switches space. 
Source: Wipro 
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WCCL's Agrawal: His company is 
closing in on industry #2 Godre; 


Vice President, WCCL. On the anvil 
are a raft of skincare products under 
Santoor umbrella—like Santoo: 
handwash, Santoor talcum powder 
and Santoor face wash 


The UNZA Advantage 


Then, it has already launched pre 
mium UNZA products—like per 
fumes, body mist sprays, hand and 
body lotions and deo roll-ons under 
the Enchanteur brand in 
Ahmedabad, Bangalore, Kolkata, 
Delhi and Mumbai. “We plan to 
launch other UNZA pri ducts at the 
premium end of the market in duc 
course," says Chugh. 

These products already com 
mand huge market shares in 
Malaysia, Vietnam, Indonesia, 
Singapore and some countries ii 
West Asia. "UNZA gives WCCL à 
readymade basket of personai car« 
products that are already popular in 
several countries. Then, their pres 
ence across the mid to premium 
segment will allow WCCI 
rapidly within India," says Ashok 
Jainani, Head (Research), 
Khandwala Securities, a Mumbai 
based broking firm. 


ro expand 


The Growth Conundrum 
A glance at The Nielsen Company 
data reveals the market for toilet 
soaps was flat last year at 548,000 
tonnes, but still grew 9.6 per cent in 
value terms, owing to better reali 
sations. But input costs have risen 
faster. "Vegetable oil prices have 
risen 45 per cent over the last year. 
and total costs have gone up 25 per 
cent if all inputs are considered, but 
we have raised the price of Santoor 
by 14 per cent only," says Agrawal 
Despite this, WCCL has been able to 
protect its operating margin at 12-13 
per cent. "We could do it be 
our Six Sigma quality prograi 


ILISK 
mes 
also 


because we have been able to control 
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our overheads. Then, we are inve- 
sting in brands to ensure that our top 
line grows faster than the industry," 
says Agrawal. But storm clouds are 
gathering on the horizon. Consumer 
confidence in India is dipping, and 
the latest Nielsen Global Consumer 
Confidence Index reveals that 42 
per cent of respondents feel that a 
recession may be around the corner. 
Wipro admits that this could im- 
pact its plans. "Any slowdown in 
economic growth rates or satura- 
tion of urban demand coupled with 
a volatile monsoon could hamper 
our ability to grow and maintain 
profitability," its annual report.for 
2007-08 says. 

Says Jainani of Khandwala 
Securities: “None of the soap man- 
ufacturers will do very well in the 
coming year, particularly in view of 
ITC's aggressive foray into this mar- 
ket at various price points. ITC's 
financial muscle will make it diffi- 
cult for the smaller players to grow. 
This makes us believe that it will be 
tough for Wipro to make Santoor 
the #2 brand." 

Then, Indian consumers are also 


NECK & NECK 


In toilet soaps, HUL is the market leader by miles, but the race for the #2 position is hotting up. 


HINDUSTAN GODREJ WIPRO RECKITT NIRMA 
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“We are looking to increase the 
equity of Santoor beyond soaps” 


Anil Chugh 
Senior Vice President, Wipro Consumer Care 


very price-sensitive. “The Indian 
skincare market holds great prom- 
ise for personal care players. But 
the key to long-term success will 
be product and packaging innova- 
tion, the ability to keep costs down, 
a well-oiled distribution channel 


Mar '08 
Mar '07 
Mar '06 
Source: The Nielsen Company 


THE TOP BRANDS 


Wipro's Santoor is the third-largest toilet soap brand in the country. 


Figures in per cent 
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WHAT WIPRO 
GAINS FROM UNZA 


€ UNZA operates with 48 brands, in 15 
different categories in 36 countries. 
Wipro can have ready access to them. 


e Wipro now can address larger 
consumer base; If China is taken out, 
then the GDP of rest of the countries 
where UNZA operates becomes equal 
to India's GDP. 


๑ UNZA has experience in managing 
modern trade (organised retail) in 
advanced countries. This will help Wipro 
to strengthen its relationship with fast 
growing modern trade in India. 


e With combined Wipro-UNZA rev- 
enues, Wipro figures among top 10 
FMCG companies in India and among 
top three Indian FMCG companies. 


WIPRO PRODUCTS 

Santoor toilet soaps, talcs, face wash 
and fairness cream, Wipro Baby Soft, 
Wipro Shikakai, Chandrika, Wipro 
Safewash, Wipro Sanjeevani, Wipro 
Honey, Glucovita etc. 


UNZA PRODUCTS IN INDIA 
Enchanteur and Romano—shower foam, 
hair care, body care and male fragrances 


and the ability to cater to the needs 
of India's discerning consumers," 
says N.V. Sivakumar, Executive 
Director & Leader, Retail & 
Consumer Industry, at consultancy 
major PricewaterhouseCoopers. 
Market leader Hindustan 
Unilever (HUL) is growing the mar- 
ket by reaching out to customers 
not touched by the established 
distribution system. “We reach 
over 100 million rural consumers 
through Project Shakti and by 
2010, we expect to reach over 
600 million of them. This will 
give us enormous competitive ad- 
vantage and growth potential," 
says an HUL spokesperson. WCCL is 
equally confident. *Our distribu- 
tion reach has gone up, especially 
in rural areas, and we are reaching 
more than 1.4 million outlets. 
Then, our advertising is creating a 
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consumer pull, which is comple- 
menting our distribution reach," 
says Agrawal. 

Independent studies suggest 
that the Indian skincare market is 
worth over Rs 4,000 crore and is 
growing at over 15-20 per cent 
annually. It is estimated that the 
market will be worth Rs 5,880- 
6,720 crore by 2011. Sivakumar 
notes that India's per capita con- 


INORGANIC GROWTH 


Acquisitions made by Wipro Consumer Care & Lighting. 


Brands 


Geography 





A UNZA manufacturing facility, Malaysia 


sumption of cosmetics and toi- 
letries, at Rs 27.20 per annum, is 
lower than those of most other 
countries in the Asia Pacific re- 
gion. KPMG India’s Manager 
(Strategic and Commercial 
Intelligence Transaction) 
C. Ravishankar adds: “A walk 
down the aisles of a supermarket in 
South East Asia will reveal a host of 
product categories that have barely 
penetrated the Indian market.” 
Those are exactly the sub-seg- 
ments that Tc has targeted. “I agree 
it is a formidable player and has a 
good distribution network. But so 
far, it has not really impacted us 
too much. I’m confident that we 
will protect our market share and 
continue to grow,” says Agrawal. 


A Quiver Full of Arrows 


His confidence stems partially from 
the performance of two other divi- 
sions—WCCL’s commercial & insti- 
tutional lighting division and its 
three-year-old modular furniture 


business—that have been growing at 
a fast clip. The Wipro team often 


Year 


Business focus 





markets the offerings 
from these two divi- 
sions as part of a 
package deal. “Office 
lighting and furniture 
complement each 
other and are critical 
for ambience cre- 
ation,” says Parag 
Kulkarni, Vice 
President, Furniture 
Business, WCCL, 
adding: “Wipro’s de- 
centralised presence 
and wide network of third-party 
furniture manufacturers cut lead 
time for delivery, and has given us a 
leg-up over the competition.” 

Last year, revenues from the 
furniture and lighting businesses 
grew 40 per cent and 36 per cent, 
respectively. “We do lighting for 
people, not for buildings, and we're 
setting standards in lighting with 
major innovations,” says Rajesh 
Kochhar, Chief Executive, Wipro 
Lighting. The team is particularly 
proud that two of every three cer- 
tified green buildings in India use 
Wipro lighting solutions. 

Overall, WCCL has hit a sweet 
spot—in personal care, in light- 
ing and in the furniture business. 
“The synergies between Wipro 
and UNZA, and between its lighting 
and furniture divisions, are huge 
factors in favour of WCCL. We feel 
that if WCCL is de-merged from 
its parent entity, it will unlock 
massive value,” says Jainani. 

That’s a suggestion Wipro 
Chairman Azim Premji cannot brush 
aside without deep consideration. 8a 
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NE DAY IN THE EARLY 1990s, NIKHIL 
Prataprai Gandhi was almost beaten 
to death by a mob protesting against 
the development of a port at 
Pipavav in Gujarat. The port was 
conceptualised in 1990 by SKIL Infrastructure, a com- 
pany Gandhi founded with younger brother Bhavesh. 
Gandhi was badly wounded in that attack. After he 
came out of hospital, he visited Shirdi in Maharashtra 
to offer prayers at Saibaba's shrine. In Shirdi, he be- 
friended a Saibaba follower who, in 1992, intro- 
duced Gandhi to the late Dhirubhai Ambani, founder 
of the Reliance group. That meeting changed his 
life. “If Dhirubhai uncle had not 
helped me, I would have been 
dead," says Gandhi. Ambani taught 
Gandhi the virtues of identifying 
growth-oriented ventures ahead of 
their time, and executing them on 
time. The Reliance patriarch would 
joke that Gandhi was a member of 
the *zero club", which meant that 
he had only one way to go—up. 
That's exactly the direction in 
which the 48-year-old, self-styled 
“infrapreneur”—an entrepreneur 
with a focus on infrastructure—has 
been headed over the past two 
decades. Gandhi is stingy with the 
numbers, preferring to point to a 
study of the SKIL group’s invest- 
ments by Ernst & Young, which 
values them at a little over $10 bil- 
lion as of December 2007. A section 
of the market dismisses him as a 
front for Mukesh Ambani (son of 
Dhirubhai), but Gandhi is quick to 
retort: “I am a self-made man.” 
Today, Gandhi, in true Ambani 
style, is thinking big. Over the next 
10 years, he plans to sink at least 
$20 billion into a host of infra- 
structure-related projects that 
include power, tourism, healthcare 
and special economic zones (SEZs; 
see Multi-Billion-Dollar Gambit). 
Roughly 60 per cent of the funds 
required will come by way of debt, 
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NIKHIL GANDHI 


FLAGSHIP: SKIL Infrastructure 


FOUNDED IN: 1984 (it's SKILS silver 
jubilee year), along with his 
younger brother Bhavesh Gandhi 


CLAM TO FAME: Built India's first 
private all-weather port, the 
Pipavav Port, in 1996 


OTHER PROJECTS COMPLETED: Pipavav 
Railway, first-of-its-kind JV with 
the Indian Railways; Pipavav 
Expressway, a 20-km, 4-lane road 
to the Pipavav port from the 


WHAT HAPPENED NEXT: Sold SKIL's 
holdings in the port for an 
undisclosed price in 2005 to a 
Maersk/A.P. Moller-led consortium. 
The rail JV was transferred to the 
railways and the expressway to the 
Gujarat Government. 

Had investment of roughly $500 
million in these projects 


BIGGEST INFLUENCE: Dhirubhai Ambani 


LIKES TO CONSIDER HIMSELF: A pioneer in 
infrastructure, an "infrapreneur" 


and the rest as equity. “I think of creating an oppor 
tunity, taking risk and converting it into reality 
Where people see risk, we see opportunity," say 
Gandhi, who claims to be the first major infrastructur 
player from the private sector. 

Gandhi does have a track record though, but th 
details are a bit sketchy. After building India's firs 
private all-weather seaport in the mid-nineties, h 
went on to notch another first: a 50:50 joint ventur 
with Indian Railways to run container trains ove 
260 km between the Pipavav port and th 
Saurashtra region. He also constructed a 20-km 
four-lane road connecting the port with the Gujarz 
state highway. Total investmen 
in these three projects amounte: 
to nearly $500 million. Then on 
fine day in 2005, Gandhi sold th 
port to a consortium led b 
Maersk/A.P. Moller; the rail J 
has been transferred to th 
Railways and the expressway t 
the Gujarat government. 

The man who dreamt of set 
ting up a port when working as 
trustee at the Bombay Port Tru: 
has come a long way. In those day 
it took 12-16 days from pre 
berthing to loading/unloading 
ship. Gandhi was thinking wa 
ahead—of building a port on th 
lines of those that exist 1 
Singapore or Hong Kong, with 
turnaround time of less than a da’ 
Now he's taking a couple of giar 
steps forward. Gandhi will soo 
start building ships at a shipyard : 
Pipavav, which he says will be th 
world's second-largest, and India 
largest. Pipavav Shipyard Ltd (Ps 
is expected to deliver its first shi 
next year, and the company clain 
to have orders worth Rs 5,20 
crore in the bag. An insider at tk 
SKIL group reveals that Gandl 
plans to go beyond building ship 
into ship-repair and servicing, : 
well as building oil rigs. He hi 
been successful in catching the ey 


\ section of market 

en dismisses him 

s a front for Mukesh 
Ambani. Others 

onder whether he's 
uilding castles in the 

ir. Yet, it's impossible to 
ynore Nikhil Gandhi 
nd his grand game plan 
f sinking $20 billion 

to a clutch of big-ticket 

trastructure projects. 
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343g] ER UELLE CIA IE Gandhi's investment plans for the next 10 years... 


Sector/ Proposed investment ($billion) 
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..AND HOW HE PLANS TO 





of some prominent investors. Pradesh, which is estimated to 


Posh Semco Pte (formerly Semco 


BUILD THAT WAR CHEST 


cost at least $3 billion. Gandhi 


Salvage & Marine Pte) of 
Singapore is one of them along 


with Punj Lloyd, which is a co- — 2008-09 1.5 
promoter. Financial investors in : 

PSL include New York Life, Se i: . 
Blackstone and 21 Capital. PSL 010-12 1.33 
is planning an initial public offer, 2013-16 1.5 
and has made a filing with the — 2017-19 i. 33 
Securities & Exchange Board of Total 1 


India (SEBI). 

The shipyard is just one proj- 
ect in which Gandhi is think- 
ing of pumping billions of dollars. Analysts wonder 
whether a man who claims to have invested $2 billion 
over the past six years has the means to pull off proj- 
ects worth $20 billion over a decade. They point to his 
SEZ projects—which were conceived a little over a 
decade ago after Gandhi returned from a visit to 
Shanghai—of which two are today controlled by 
Mukesh Ambani's Reliance group. These are the 
Mumbai and Navi Mumbai SEZs, in which Ambani has 
taken a majority stake. An in- 
dustry watcher says Reliance 
was brought on board as SKIL 
was finding it difficult to execute 
these projects. Gandhi dismisses 
this claim by pointing to a third up has bought 
SEZ in Jamnagar that he is exe- 1 MajOrity Stake 
cuting on his own. What's more, [MRINS 
Gandhi believes that it was be- 
cause of him that an SEZ policy 
was outlined in March 2000, 
three years after his Shanghai 
sojourn. “The industry ministry 
liked the proposal, but thought 
it to be too good to be be- 
lieved,” says Gandhi. 

Some of Gandhi’s grand 
plans that are on the drawing 
board evoke similar feelings of 
incredulity. A case in point is 
the project to create tourism in- 
frastructure in Himachal 
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(Source: SKIL Infrastructure) 


THE RELIANCE CONNECTION 





Mukesh Ambani S 








has a dream of creating a 
Switzerland in three regions of 
this hilly state—Una, Manali 
2 3 and Solan. He plans to develop 
9,200 acres of tourism and lo- 


2.6/ 4 gistics infrastructure (the latter is 
3 4.5 estimated to require another $2 
2.67 4 billion). This project is expected 
1334 Í 20 to be executed by Horizon 


Infrastructure, a National Stock 
Exchange listed company that 
Gandhi bought out a few years 
ago (see Can They Emerge From The Shell?). The 
plan includes building an international airport big 
enough to accommodate Boeing 747s and Airbus 
A380s. "Every year thousands of people go to 
Switzerland. Himachal and Uttarakhand are also 
beautiful, but people do not visit these places mainly 
because of connectivity and infrastructure prob- 
lems." Gandhi says the project is expected to be 
operational in the next 30 months during the first 

phase itself, which, apart from 
the airport, will see the building 
of villas, cottages, spa villages 
and Swiss chalet-like houses. 
The initial cost of this venture 
will be around Rs 650 crore, 
which will be funded through a 
rights issue of equity shares and 
convertible warrants, as per an 
offer document filed with SEBI. 

Another big idea up 
Gandhi's sleeve is *knowledge 
infrastructure", in which he en- 
visages an investment of $3 bil- 
lion. This involves building 
knowledge centres in 10 cities 
across the country. 

To finance these sky-high 
ambitions, Gandhi has already 
begun to roll out his investment 
game plan. In the current year, 
he plans to raise $1.2 billion 


Figures in $billion 
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CAN THEY EMERGE FROM THE SHELL? 
Three of Gandhi's acquisitions soar in a falling market. 


ments picking up micro-cap firms with an equity base in the 
Rs 3-10.7 crore range? The answer would be evident from the 

way the stock prices of these three companies, Horizon Infrastructure, JPT 
Securities and KLG Capital, have been regularly hitting new highs in 2008. 
At a time when the broader market has only been falling, these three com- 
panies in which the SKIL group has mopped up majority stakes have 
soared between 200 and 1,700 per cent till June 30, 2008! SKIL group 
company Awaita Properties bought 60 per cent in JPT Securities from its 
promoters through market purchases in April and 60.5 per cent in KLG 
Capital in February. In Horizon Infrastructure the group has a 55.3 per cent 
stake. Gandhi told B7 that all these companies are now a part of the SKIL 
group and he has big plans for them. Horizon Infrastructure, for instance, 
will develop tourism infrastructure in Himachal Pradesh (see main story). 

The big question, of course, is how can these companies with no funda- 
mentals worth writing about shoot through the roof in a beansh market. 
Marketmen point out that the stock floating in the market of such companies 
is extremely low, which makes it easy to keep the price rising. However, 
there's a buzz amongst punters that the SKIL group will transfer some of its 
infrastructure projects to these companies. Gandhi for his part says the group 
has plans to enter financial services and private equity through JPT Securities 
and KLG Capital, respectively. "They will see some dynamic action over the 
next 12 months," he hints. The SKIL group has signed a 50:50 joint venture 
with Iceland-based Askar Capital for a private equity foray. Till such time that 


W: IS THE MAN WHO'S TALKING ABOUT MULTI-BILLION DOLLAR INVEST- 





any of Gandhi's proposed mega-projects are transferred into these three 


Figures in Rs Source: BSE, NSE companies, their stocks will continue to be a punter's paradise. 


through a private placement of equity in his flagship 
company, SKIL Infrastructure, and another $800 mil- 
lion via special purpose vehicles. “On $2 billion equity 
we can raise another $4 billion of debt," says a confi- 
dent Gandhi, who expects to raise the entire $6-billion 
funding during 2008-09. Moreover, he plans to list SKIL 
Infrastructure over the next 18 months. 

Indeed, Gandhi can talk in billions without blink- 
ing an eye. He claims to have some of the biggest 
global as well as local investors in tow. Infrastructure 
Leasing & Financial Services (IL&FS) is one of them. 
“IL&FS and SKIL have a common vision of putting up 
global-scale projects, and it's this vision that brought 
the two together," says Milind Patel, Executive 
Director at IL&FS. Patel, who has been tracking the SKIL 
group for 4-5 years, says its shipyard business had run 
into financial difficulties initially, which eased with 
IL&FS bringing in investors who were convinced of the 
prospects of the ship-building business. iL&rs also 
became a key investor and holds a 6.16 per cent 
stake in PSL. Askar Capital, a Nordic investment 
bank, is another believer in the SKIL group. Pavan 


Bakshi, Managing Director, Askar Capital, is con- 
vinced about the group's expertise in infrastructure, 
and the potential for king-size returns in this sector. 
Yet, there are plenty of question marks around 
Gandhi. Why are investors willing to back him when 
he's got precious little to show in terms of revenues 
or assets on the ground? Is there more to his alliance 
with Ambani than just the SEZ projects? (Whilst a 
Reliance spokesperson declined to comment, insiders 
at the group reveal that Mukesh Ambani was on 
the lookout for new growth areas after the split 
with brother Anil in 2005—stEzs are one of those 
growth avenues.) Why has he taken over three fledg- 
ling companies that have little by way of opera- 
tions, but whose stock prices have soared in a bear 
market? On what basis has E&Y handed the SKIL 
group a valuation of $10 billion? E&Y officials decl- 
ined to comment, citing client confidentiality. You can 
admire Gandhi for his gumption, or you could 
choose to be skeptical about his grand ambitions, but 
it’s difficult to ignore the self-anointed pioneer of infr- 
astructure creation in the private sector. W 
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Radically 
Different 


IPRO CHAIRMAN AZIM PREMII 

doesn’t often take time off 

his busy schedule to visit 

companies not connected 
with his business. But having heard of 
Suguna Poultry Farm’s radical business 
model, which has spawned about 15,000 
rural entrepreneurs across 10 states, he 
made an exception. In June 2007, he 
went down to Coimbatore and spent an 
hour understanding the company and its 
IT infrastructure first hand. And he went 
away impressed. 








Suguna Poultry sold Rs 2,000 crore worth of Suguna’s promoters may not have been 
live chicken, eggs and processed meat last to college, but brothers B. Soundararajan 

ear by sourcina birds from 15.000 small and (Class 11) and G.B. Sundararajan (Class 
y 4 y g age à 12) can write a book on how to convert a 
medium poultry farmers. Now, it is planning a crisis into an opportunity, on the benefits of 


pan-Indian roll-out and even a foray abroad. 
Can its model keep delivering results? 
N. MADHAVAN 













The Business Model 

It's a win-win situation for the 

farmers and the company. 
ith ccs Was such ios iin 
Supply day-old chicks to farmers 
Provide required feed and medicines — , 
Seelen ep er o eh D ต 
CUN, birds are weighed 


Farmers are paid for growing the birds 
heh al peed da ng bint 
management 
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forward and backward integration 
and on the importance of risk man- 
agement. What's more, they can 
write all this from personal experi- 
ence, having converted a nonde- 
script chicken and egg shop in 
Udumalpet, 75 km from 
Coimbatore in Tamil Nadu, into a 
major player in India's Rs 40,000- 
crore poultry industry. Suguna, 
which claims to be the largest player 
in the Indian broiler market and 
fourth-largest in the world in that 
segment, has operations across 10 
states, where it sources chicken and 
eggs from 15,000 poultry farmers. 
“It was initially tough for us, but we 
put our faith in the farmers and 
nurtured them; and there was no 
looking back," says Soundararajan, 
Managing Director of the company. 


Contract Farming 

Suguna does not own most of these 
farms. They are owned by farmers 
who it has contracted to rear the 
birds for a fee. And it is this business 
model that has enabled it to grow at 
over 30 per cent year-on-year (see A 
Lot More Than Chicken Feed). 
Suguna supplies the farmers with 
day-old chicks, the required feed 
and medicines. Its field staff makes 
daily visits to each farm to check the 
health of the birds, their feed intake, 
growth and mortality levels. After 
six weeks, the birds are weighed 
and sold by Suguna. The farmers are 
paid a fee for managing the birds. 
"This is a win-win model for the 
farmer, the company and the coun- 
try," says Soundararajan. Agrees 
M. Palanisamy, a former textile 
company worker, one of the con- 
tract farmers engaged by Suguna 
since 1994: “There is no risk for us 
as we do not own the chicks. We 
also don't have to worry about the 
prices of feed stock, the logistics of 
arranging for veterinary guidance 
and the selling price of chicken. 
Suguna takes care of all that. We 
just need to ensure that the birds are 
well looked after as they grow." 








For Suguna, the model offers 
faster scalability as it does not have 
to buy or lease the farms. This has 
enabled it to keep its total 
investment till date to about 
Rs 1,000 crore. Then, the mode! 
improves efficiency by cutting the 
number of cost centres from 14 in 
traditional farms to just four, and 
allows Suguna to leverage 
economies of scale in the procure- 
ment of raw materials, feed and 
medicines. Adds Soundararajan: 
“It’s also very good from the coun- 
try's point of view—we have created 
15,000 rural entrepreneurs over 
the last 17 years." 

But the success the brothers now 
enjoy was won only with great ef- 
fort. Initially, they found it diffi- 
cult to convince people that their 
model was viable. Till 1998, no 
bank was willing to finance Suguna. 
The story is very different now; 10 
banks lend money to the company 
and several others are pitching to 
add it to their list of borrowers. 


The Accident 
The Suguna model emerged by 
accident. In 1986, the two brothers 
set up a poultry farm, with 200 
layer (egg-laying) birds at 
Udumalpet. They also set up a small 
shop to sell eggs and to trade in 
poultry feed and medicines. This 
business ran into trouble in 1989- 
90, when prices crashed 
because of an over-supply of birds in 
the local market. Poultry farmers, 
who had bought feed and medi- 
cines on credit, could not settle 
their dues. To recover their money, 
the brothers began to provide feed 
and medicines to indebted farmers 
in return for the end product— 
eggs. The success of this exercise 
gave birth to the Suguna model. 
Most poultry farmers, who had 
burnt their hands during the crisis 
but still had the infrastructure for 
poultry farming, readily agreed to 
Suguna's contract model. That's 
when the brothers faced their 
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second major crisis. In 1992, fearing 
the rapid rise of Suguna, their reg- 
ular supplier of day-old chicks 
stopped deliveries. *It was a major 
problem for us. Without chicks, 
our growth would end. So, we de- 
cided to set up a hatchery to supply 
day-old chicks to our network of 
contract farmers," says Sunda- 
rarajan, the younger brother and 
Joint Managing Director of the 
company. “This taught us an im- 
portant lesson—we had to integrate 
backward if we had to grow and 
make it big in the business." 

In 1993, the company set up a 
"parent farm", where the parent 
breed was reared (day-old chicks 
hatched by these birds are sent to 
the contract farmers). In 2000, it be- 
gan to directly import "grandparent 
chicks"—chicken that have the best 
genetic make-up for breeding broil- 
ers—from the UK and set up a 
*grandparent farm". 

Suguna's backward integration 
didn't stop there. It has set up a 
network to directly procure maize 
and soya, key poultry feeds, from 
farmers to keep costs low. The com- 
pany also forayed into the layer 
segment of the poultry business in 
2007, grabbing a 6.6 per cent mar- 
ket share in the first vear. 
Venkateshwara Hatcheries (90 per 
cent market share) is the dominant 
player in this segment. Suguna has 





Backward integration: Eggs are placed in 
incubators for 18 days 
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also launched branded eggs, tar- 
geted at health-conscious people. 
The company's flat manage- 
ment structure allows it to grow 
fast. Its operations are divided 
into 13 regions, each under the 
charge of a manager who has total 
freedom to decide on issues in 
his region. It has also been beefing 
up its management bandwidth by 
poaching staff from established 
players such as Venkateshwara 
Hatcheries and others. 


Adding Value 


The promoters have recently set 
up the Suguna Fresh chain of stores 
in Coimbatore to sell fresh chicken 
and ready-to-cook products, and 
will launch ready-to-eat products 
too, soon. “The goal is to mobilise 
at least 5 per cent of our revenues 
from value-added products from 
this vear, compared to about 2 per 
cent now," says Soundararajan. 
The company also plans to sell its 
ready-to-cook and ready-to-eat 
products and branded eggs through 
other retail chains as well. “We 
want to be a Rs 13,000-crore com- 
pany by 2013. By then, we should 
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have a network of 60,000 contract 
farmers across India," says 
Sundararajan. This expansion may 
not cost much as Suguna's model 
obviates the need for heavy invest- 
ments. But it is setting up Asia's 
largest feed mill near Bangalore 
and at least four more feed mills 
will become operational this year. It 
is also setting up a vaccine manu- 
facturing plant near Hyderabad. 
The investment: Rs 400 crore, 
funded entirely by debt. 

Can Suguna and its two pro- 
moters pull off their ambitious 
plans? *In 2007, the per capita 
consumption of chicken in India 
was a paltry 2.04 kg, compared to 
the global average of 11.40 kg. 
Then, Indians, on an average, con- 
sumed just 42 eggs per annum com- 
pared to 128 eggs globally. There is 
a huge headroom for growth. 
Chicken meat consumption in India 
is expected to grow at a CAGR of 15 
per cent over the next five years 
while egg consumption is slated to 
grow at a CAGR of 8.50 per cent," 
explains Soundararajan. 

And that is the opportunity 
Suguna hopes to tap and ride. 8 
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— Bhavtosh Vajpayee 
CLSA 


— Jagdishwar Toppo 


Enam Securities 


Jatinder Agarwal 
ABN AMRO 


— Nilesh Jasani 


Credit Suisse Securities (India) 


— Rahul Singh 


Citigroup Investor Research 


— Rajesh Panjwani 
CLSA 


Rakesh Arora 


Macquarie Capital Securities 


— Sanjeev Prasad 
Kotak Securities 


ร Satyam Agarwal 


Motilal Oswal 





— Surendra Goyal 


Citigroup Investor Research 


Tabassum Inamdar 
Kotak Securities 


— Fortunes are made or lost on Dalal Street 
every day. So, who are the analysts fund 
managers swear by? BT presents its fifth 
annual survey of India’s Best Equity Analysts. 









BHAVTOSH VAJPAYEE - 


33/ Senior Investment Analyst 
Research House: CLSA 
Sectors: IT Services, Education and Internet 





become an analyst to begin with. Until 

2001, Bhavtosh Vajpayee was an invest- 
ment banker at |M Morgan Stanley, happy do- 
ing deals for India Inc. Then, one day, “a B- 
school friend who is also currently my col- 
league at CLSA recommended me internally,” 
and that's how Vajyapee ended up trading his 
suits for smart casuals. Since then, there has 
been no looking back for Vajpayee, an alumnus 
of irr Kanpur and IIM Ahmedabad. 

Vajpayee’s best call last year was the down- 
grade of IT services sector, a move that, he 
says, “was a quarter too early but 
eventually turned out well”. 
Vajpayee also took on some 
unique themes, such as CLSA’s 
“Chain Reactions” project 
that quantified, for the 
first time, the impact of 
the IT sector on the 
broader Indian 
economy. “There is 
always something 
new to explore, un- 
derstand and com- 
municate,” says 
Vajpayee, father of 
two, about his job. 
No doubt, it’s that 
spirit that makes him 
a favourite among 
fund managers. 


H E'S A STAR ANALYST WHO ALMOST DIDN'T 
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LEEP DOESN’ T COME EASY IF YOU ARI 


AN ANALYSI 


(ON DALAI 


STREET. WHEN 


hundreds of important clients with serious money are looking to you for 


direction in a market that often seems to have a mind of its own, the pres 


sure to make the right calls—and typically, ahead of the curve 
Yet, there are a handful of men—and a woman. this veal 


IS INNS 


sh ho manave to 


keep an accurate pulse on the industries and stocks they follow. In the following 


pages, we feature 11 analysts who are the favourites of fund managers for a vers 


good reason: they are the best around. 


N FEBRUARY THIS YEAR, 

Jagdishwar Toppo tore through 

1,500 km of southern India in 
just four days. No, the 38-year- 
old wasn’t doing a cross-country 
rally, rather he was trying to fig- 
ure out how cement capacities 
were shaping up. To his surprise, 
most of the new capacity was be- 
hind schedule. That led him to 
conclude that till the end of 
March 2010, demand for cement 
will continue to outstrip supply. 
Sure, Toppo, who also visits 
China at least once every year to 
get a bottom-up view of the global 
metals industry, had to put up 
with bad roads, poor infrastruc- 
ture and unhygienic food, but his 
unorthodox research technique 
has huge pay-offs. “The manage- 
ment of a company may say good 
things, but to know the ground 
realities, I travel to their plants 
and meet industry people,” says 
Toppo, who was in BT's Best 
Analysts list in 2005 as well. 

Yet, even Toppo's best efforts 
can be tripped up by powers that 
be. Take, for instance, his positive 
call on the cement industry. Soon 
after he advised his clients to buy 
cement stocks, the government 
cracked the whip on manufac- 
turers, putting a ban on cement 








exports and asking them to rein in 
prices within the country. But 
for Toppo, who received his MBA 
from IIM Calcutta in 1994, such 
surprises are nothing new. In the 
10 years that he has been with 
Enam, he has seen and lived 
through highs and lows of the 
metals and cement industries. 
Now, Toppo is scouting for 
the next big thing. One such sec- 
tor that he has zeroed in on is 
fertilisers. In fact, a report he 
wrote on the sector last year 


JAGDISHWAR TOPPO 
38/ Analyst 


' ANAIV 
Research House: Enam Securitie 
Sectors: Metals and Cement 





ended up putting most of the se 
tor stocks on fire. “There is goin 
to be a boom in agriculture, b 
sides which new gas (íroi 
Reliance Industries) is coming in: 
this bodes well for fertiliser con 
panies,” he says. However, Topp: 
was surprised that many of th 
fertiliser stocks moved far ahea: 
of his price targets. “(But) yo 
have to trust the market,” he sa) 
Even in these times, it’s hard t 
disagree with that. 
VIRENDRA VE! 








NILESH JASANI 


37/ Principal Head of Research 
Research House: Credit Suisse Securities (India) 
Sectors: Strategy 





JATINDER AGARWAL ...... 


33/ Equity Analyst 
Research House: ABN AMRO 
Sector: Banking ITI = 44 ศร [| 
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HIS 33-YEAR-OLD CHARTERED ACCOUNTANT 

and Cost Accountant is one of the youngest 

on this year’s list. Agarwal started his career 
at Man Financial (formerly Refco) and spent 
more than six years with it. Following a stint 
looking after international markets for a while, 
Agarwal graduated to covering the banking sec- 
tor. “For me, the markets have always been a 
passion. So, becoming a research analyst was not 
a tough choice,” says Agarwal, who joined ABN 
AMRO in November 2006. 

Agarwal says that he follows a “top down” 
approach to equity research. “Personally, I love 
macros. So I look at the marcos first and then 
the prospects of the industry, before I look ล ะ in- 
dividual stocks. | don't know if it's the best 
process but it really works for me," he adds. 
Among the really good calls that he has made in 
recent times was the "Sell" call he put out on 
State Bank of India when the stock was trading 
at Rs 2,200 levels in February. Last fortnight, 
he upgraded the stock to a “Buy” when the 
stock was trading at a little over Rs 1,200. 

Agarwal feels that he missed an opportunity 














RACHIT GOSWAMI 


HE MOOD IN THE STOCK MARKET HAS CHANGED 





when he “played safe" in February 2008, and dramatically from the time Nilesh Jasani came 
did not *downgrade" the banking industry. back to India in September 2006. The euphoria 
For now, he believes that the macros for the in- that prevailed till January this year has given way to ex- 
dustry look challenging and considers the cur- treme pessimism. Yet, this analyst at Credit Suisse is ex- 
rent oil prices as a "big delta for a country cited by the diversity of themes, sectors, and interplay 
with a high current account deficit". of policies that drive Indian stock markets. *This mar- 
As for weekends, Agarwal loves to spend ket doesn't run on a single or a few parameters. There 
time travelling down the countryside around is so much to learn from people and policymakers 
Mumbai and catching up on his reading, which around," says Jasani, who returned to India after 
largely revolves around investments. “I never working for 11 years in various markets in Asia Pacific. 
plan for the future. I just go with the flow," says Even though he hasn't been tracking Indian markets 
Agarwal. Considering that he is among the on the ground for a long time, Jasani has quickly earned 
best equity analysts in the country at 33, that a reputation among fund managers for his original 
approach seems to be working for him. thinking. Earlier this year, when the Sensex was at 
T.V. MAHALINGAM 20,000-21,000 levels and most analysts had only a 
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bullish view, Jasani's reports high- 
lighted the downside risks also. 
In one of his reports, he busted the 
de-coupling theory and rightly so. 
He was also among the few ana- 
lysts who had been issuing warn- 
ings since March 2007 about a 
slowdown in corporate earnings. 
For Jasani, the challenge be- 
gan when he had to set up a 
team of 21 analysts for Credit 
Suisse's India operations after he 
came back in September 2006. 
“It wasn't easy to find people in 
a raging bull market and it's def- 
initely challenging to bring out 
some new thinking in your re- 
search, when you have so many 
talented people in the industry," 
says Jasani. What about the chal- 
lenges in a bear market like the 
one India is currently experienc- 
ing? “We have seen the extremes 
in this market. The biggest chal- 
lenge in a market that is moving 
one way is to see how to take a 

call on the direction," he says. 
Challenges apart, the IIT 
Bombay and iM Calcutta gradu- 
ate is happy to be back in India, 
as he is able to catch up with his 
family and friends. In his free 
time, Jasani loves reading about 
—no prizes for guessing—the 
history of global stock markets. 
RACHNA MONGA 


G G We have seen the 
extremes in this 
market. The 

biggest challenge in a 
market that is moving 
one way is to see how 
to take a call on the 
direction”? 


FOTOCORP 


RAHUL SINGH 


36/ Director, India Asia-Pacific Equity Research 
Research House: Citigroup Investor Research 
Sectors: Telecom, Oil & Gas 


E HAS BEEN THROUGH THE 
tech crash of 2000, so the 


H current market meltdown 


isn’t the worst he has seen. Yet, 
for Rahul Singh, who has made it 
to this list for the third time, it is 
a humbling experience. “The 
job of an analyst is to keep 
thinking ahead of others in ris- 
ing as well as falling markets. 
Within a span of six months, 
we have had to change our 
thought processes drastically,” 
says Singh, Director, India Asia- 
Pacific Equity Research, 
Citigroup Investor Research. 
For him, the challenge is to 
find stocks that have already dis- 
counted the worst-case scenario. 
“In a rising market, the analyst 
and his recommendations tend 
to become irrelevant. It is in times 
like this that investors tend to 
question our assumptions and 
earnings estimates. We add value 








by factoring in the negative 
scenarios and communicating the 
same to them,” says Singh, an 
alumnus of irr Bombay and NM 
Lucknow. 

He did something similar in 
early 2008, when the valuation 
difference between two telecom 
companies widened on the ex- 
pectation of one of them ex- 
panding into new business areas. 
Singh took a contrarian call, high- 
lighted the execution challenges 
such an expansion would entail 
and took a call that the high val- 
uation wasn’t justified. Indeed, 
the stock has corrected sharply 
since then. 

Singh first featured in BT's 
Best Equity Analysts list in 2005, 
when he was with sski Securities. 
He returned to the list in 2006 
and by that time he had joined 
Citigroup Investor Research. 

RACHNA MONGA 
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RAJESH PANJWANI — 


32/ Senior Investment Analyst 
Research House: CLSA 
Sectors: Power, Engineering and Construction 












































AJESH PANJWANI LIKES HIS JOB, 
especially the intellectual thrill and 
the opportunity of meeting some of 
the brightest people—entrepreneurs, 
heads of businesses and outstanding fund 
managers. “A research analyst gets an 
opportunity, if he wants to take it, to go 
beyond the obvious and study businesses 
in depth," he says. 

That's precisely what Panjwani does, 
and that is just one of three reasons that 
make him one of India's best equity analysts. 
Apart from the ability to look beyond the obvi- 
ous, he feels analysts need to put themselves in 
fund managers' shoes while taking stock calls. 
And lastly, independence in making stock 
calls is critical. Then, he believes that in 
the final count, luck also plays an 
important role. 

Panjwani, an alumnus of IIM 
Ahmedabad, joined CLSA straight 
from campus in 2000, and tracks 
the power and engineering sec- 
tors. His finest call? He says he 
was glad he did not get swayed 
by the excessive bullishness 
on the power sector. Panjwani 
downgraded NTPC, Power 
Grid, ABB and Suzlon at sig- 
nificantly higher prices than 
today. CLSA was one of the 
few houses not to have a 
positive rating on 









INVASOD HSIWN 


Reliance Energy, which, MY Pi A | ห “แพ Wy GZ 

in retrospect, proved to "ffi UM ณิ WW AUN 

be prescient. แท ท NM NAM uL M AW พ น ! Wa 
A family-oriented MI ง ห ง ห งง น BN NN 


person outside of 
work, Panjwani spe- 
nds most of his spare 
time playing with his one- 
and-a-half-year-old son 
and reading “an eclectic" 
range of books. 
ANUSHA 
SUBRAMANIAN 
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OR SOMEBODY WHO HAS BEEN 

an equity analyst for just over 

three years, 37-year-old 
Rakesh Arora's presence on this list 
will hardly raise any eyebrows 
among those who keep an eye on 
the metals sector. As Associate 
Director for Research (Basic 
Materials) at Macquarie Capital 
Securities, Arora has put out some 
incredible calls including *Buys" on 
Tata Steel, jsw Steel, Gujarat NRE 
Coke, and India Cements. 

Take the case of Gujarat NRE 
Coke, the largest independent pro- 
ducer of metallurgical coke. 
Macquarie had initiated coverage 
of the company with a *Buy" call 
in August 2007, when the stock 
was priced at Rs 58. In less than a 
year, the stock price almost tripled 





RAKESH ARORA 


37/ Associate Director-Researc! 


Research House: Macquarie Capital Securities 


to touch Rs 180. Currently, it's 
trading at Rs 120 levels. 

What helps Arora take such 
calls? For one, a first-hand expe- 
rience of how some of these sectors 
work. Arora is a mining engineer 
by training and almost joined Coal 
India, before he decided to pursue 
the more lucrative career of stock 
picking. For another, Arora em- 
ploys two simple steps for his re- 
search. “One, it's important to 
know which way a sector is headed 
in terms of business outlook," he 
says. "If the business outlook for a 
sector is positive, stock valuations 
are high,” summarises Arora. “Step 
two, at a company level, I look 
for companies that are competitive, 
have cheap growth options and 
good management.” 


Sector: Metal: 





As for the metals sector, Arora 
believes that over the next 2 
quarters, the steel and coal sector 
will do well. In the medium term. 
Arora is also bullish about alu 
minium, as he sees India becoming 
a hub for its manufacture. 

T.V. MAHALINGAM 
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SANJEEV PRASAD 


39/ Co-Head, Institutional Equities 
Research House: Kotak Securities (Institutional Equities) 
Sectors: Oil & Gas, Strategy, Media 





E IS THE AMITABH BACHCHAN 
or the Shah Rukh Khan of 
the analysts’ community. 
Sanjeev Prasad has made it to this 
list for the fifth year in a row. 
When BT asks him how he feels 


¢ One doesn't feel 
good, but you 

have to live with 

it. There is too much 

of negative 

news and there is 
possibility of further fall 
(in the market)? 








about this, he says: “You can now 
put me in the Hall of Fame list." 

Bu: the last one year has not 
been easy. He kept recommending 
a “Sell” on Reliance Industries, 
but the stock continued to rise. 
Then, soaring crude prices made it 
difficult to predict the earnings 
of state-run oil firms. *One does- 
n't feel good, but you have to live 
with it,” says Prasad. 

When Br asked a fund man- 
ager how Prasad maintains his 
popularity despite such wrong 
calls, he said: *He knows his sub- 
ject very well and we find out 
what's happening in the sector 
(oil & gas) from him." Moreover, 
the fund managers say many times 
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markets become irrational, some- 
thing like what has happened in 
January this year. 

Prasad, who studied Chemical 
Engineering at irr Delhi and man- 
agement at IIM Ahmedabad, fore- 
sees troubled times for the Indian 
stock markets. *There is too much 
of negative news and there is pos- 
sibility of further fall," he says. 

In May last year, Prasad 
predicted that the Sensex would 
be in the region of 15,500 in 
2008. The bellwether is already 
way below this level. He will need 
all his acumen and knowledge to 
steer his team out of this 
turbulence. 


VIRENDRA VERMA 
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SATYAM AGARWAL — 


31/ Senior Analyst 
Research House: Motilal Oswal 


Sectors: Engineering, Infrastructure and Utilities 


RACKING A SECTOR IN WHICH 

every stock participates in 

the bull run makes it easy 
for an analyst. He can recom- 
mend a “Buy” on any stock and it 
will go up. But it’s only when the 
going gets tough—as it has in the 
case of engineering and infra- 
structure sectors—that analyst 
recommendations come under in- 
vestor scrutiny, and the best ana- 
lysts stand out. That is the reason 
why Satyam Agarwal, the 31-year- 
old analyst at Motilal Oswal 
Securities, features on our Best 
Equity Analysts list. 

When the valuations of the 
engineering and construction sec- 
tor were at their peak during 
October-December last year, 
Agarwal was perhaps the only an- 
alyst to downgrade the sector 
from “Buy” to “Neutral”. Until 
the market slide that started in 
January this year, this sector was 
among the top performing sec- 
tors; but it is now one of the 
worst performers. “We could see 





that the price-earnings multiples 
and earnings estimates of com- 
panies in the sector were at their 
peak in the last quarter of 2007. 
That prompted us to change our 
recommendation for the sector,” 
says Agarwal, who started his ca- 
reer 10 years ago at K.R. 
Choksey Securities. From there 
he moved to Khandwala 
Securities and then Motilal 
Securities. In between he had a 
brief stint with a foreign broker- 
age house, but returned quickly to 
the home-grown players. 

The iro of Reliance Power in 
January was another "exciting 
period" for this chartered ac- 
countant, who has been tracking 
the sector for seven of the 10 
years he has been an analyst. 
Although the Reliance Power 
stock, like all the others in stock 
market, is down, Agarwal likes | 
engineering and infrastructure in | 
general because they fit nicely 
with the India growth story. 

RACHNA MONGA 


UMESH GOSWAMI 





SURENDRA GOYAL 
33/ Director 

Research House: Citigroup Investor 
Research 

Sectors: IT, Technology and Media 





URENDRA GOYAL HAS SEEN thi 

game of stock research fron 

both sides—as a buy-side a 
alyst at sB! Mutual Fund, and 


sell-side analyst at sski Sex 
and, now, Citigroup. Among oth 
ers, this, says € royal. is th 
why he's successful at stock picl 
ing. "Once you move f! 
side to sell side, you are in a bette 
position to understand wh: 
pected out of an analyst re 
Says the 33-year-old engineer ana 
an MBA from IIM Lucknow 
Fund managers wil 

that Goyal IS go d. Among t 
he is known for his in-dept! 
understanding of the informa 
tion technology sector, ait 


~~ 
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of late he has started covering 
media as well. Never mind the 
current market meltdown, the 
IT sector has disappointed in- 
vestors several times over the 
past few years. Apart from the 
rupee appreciation in 2007, the 
risks of a slowdown in the us 
economy have made investors 
dump IT stocks time and again. 
This has made the job of ana- 
lysts more challenging. 

Goyal recalls that one of his 
major challenges was to take a 
call that Tier-I rr companies will 
do better than Tier-Il firms, even 
though the latter were trading 
at a discount. Today, he stands 
vindicated. The large-cap com- 
panies have weathered the mar- 
ket storm better than the smaller 
ones. That said, Goyal—and his 
team that covers 17 IT stocks— 
isn't infallible. Last year, he and 
his team recommended a “Buy” 
on a Tier-II stock, but a few 
months down the line, reversed 
their stance to "Sell". Since then, 
the stock has dropped more than 
50 per cent. “If you think you 
have gone wrong, it's better to go 
out and communicate it to in- 
vestors," says the John Grisham 
fan. Needless to say, fund man- 
agers respect him for that. 

RACHNA MONGA 
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41/ Associate Director 


— TABASSUM INAMDAR 


Research House: Kotak Securities (Institutional Equities) 


Sectors: Banking, Financial Services 


ABASSUM INAMDAR ISN'T THE 

only female equity analyst 

on D-Street, but she's the 
only one to have made it to BT'S 
coveted listing in the five years it 
has been around. Her reaction 
to the distinction when BT tells 
her about it? A gentle smile. But 
then, keeping her head in good 
times and bad is absolutely criti- 
cal to what Inamdar does, which 
is to keep an eagle eye on banking 
and insurance industries. 

An analyst for the last 15 
years, Inamdar started out at au- 
ditors Haribhakti & Co as part of 
her articleship for a degree in 
chartered accountancy. After a 
short time spent doing research 
for foreign firms partnering in 
India, Inamdar joined Jardine 
Fleming and covered select com- 
panies such as IFCI and ICICI, and 
certain NBFCs. Unfortunately for 
her, though, the NBFC sector was 
soon mired in bad loans and strict 
regulations, and most of the NBFCs 
died a slow death. “Tough times 
teach you a lot,” she quips. 

Inamdar claims to be early in 
identifying trends in the banking 
sector. The first trend she spotted 
early on, she says, was the use 
of technology in banks in late 
1998 followed by retail banking 
(2000-01) and insurance in 2004 
(there is no listed company yet in 
this industry). Currently, she is 
working on identifying a trend 
that could last for the next 15-20 
years in banking. But her com- 
pliance rules prohibit her from 
speaking about it to BT. 

Fund managers still remember 
her call on icici Bank in 2002, 
when it had just emerged in its 
new avatar as a bank from a 
developmental finance institu- 


NISHIKANT GAMRI 





tion earlier. *I thought the re- 
structuring would be very positive 
for the company," she says. But to 
her dismay, the stock kept falling 
for a year, even as Inamdar stood 
by it. She was vindicated when a 
year later the bank stock started 
climbing. Today, of course, ICICI 
Bank is a top pick for all institu- 
tional investors. 

What's her take on the bank- 
ing industry in these times of tur- 
bulence? Thanks to high infla- 
tion, increasingly dearer oil and 
rising interest rates, she expects a 
10-20 per cent decline in net 
profit of banks in 2008-09. 

VIRENDRA VERMA 
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-HOW WE DID IT 


IKE IN THE PREVIOUS FOUR 
L years, the survey was con- 

ducted among equity fund 
managers of top mutual fund 
houses and life insurance com- 
panies in India, with minimum 
assets under management of Rs 
1,000 crore. We approached 22 
fund managers and heads of re- 
search, and asked them to nomi- 
nate the five best equity analysts 
across research houses and sec- 
tors. The poll was co-ordinated 
by Business Today's Virendra 
Verma and Rachna Monga. To 
make it to our list, an analyst 
needed a minimum of three 
votes. (Starting last year, we had 
bumped up the number of qual- 
ifying votes from two to three.) 
There were 12 analysts who re- 
ceived 3 or more votes, but only 
11 could be featured because 
one of them—Vipul Prasad, who 













Sanjeev Prasad 
Kotak Securities 
He continued to 
remain the most pop- 
ular analyst among 
fund managers and 
walked away with 10 
votes, the highest 
number of votes. Next year, 
Prasad—who has been a constant on 
our list for the last five years—wants to 
be retired out of the list and into the eq- 
uity analysts' Hall of Fame. Let's hope 
the fund managers oblige him! 






Shirish Rane 
.. IDFC-SSKI Securities 
. A regular on our pre- 
| vious lists, Rane could 
.4, not make it to the list 
| this year. Compared 
to seven votes last 
year, he managed only 
two in 2008. Could the change in his 
firm's name—from SSKI to IDFC- 
SSKI—have anything to do with it? 
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tracks metals at Morgan 
Stanley—did not get his em- 
ployer's permission to be pro- 
filed. Last year, Morgan Stanley's 
Sameer Baisiwala couldn't be 
featured for the same reason. 

In terms of research houses, 
Kotak Securities walked away with 
the highest number of votes (16), 
followed by CLSA (12), and 
Citigroup (10). And in terms of 
sectors, oil & gas landed the max- 
imum votes (17), followed by 
banking (16), and metals (15). 
Strategy (8), pharma (7), and tele- 
com (6) were some other high- 
scoring sectors. Given that analysts 
are a research firm's most precious 
resources, Business Today is grate- 
ful to these firms for their gener- 
ous cooperation. We are also be- 
holden to the fund managers who 
took time off their busy schedules 
to participate in our poll. 


LAST YEAR'S BEST ANALYSTS 


Jesal Shah 

JM Financial 

This year, none of 
^. the fund managers 
remembered Shah 
as the pharmaceuti- 
cals sector remained 
an underperformer 
over the last one year. During the 
year, Shah moved from JP Morgan to 
JM Financial. 


Manish Saxena 

Deutsche Securities 

As the capital goods sector cooled this 
year, so did the fund managers' passion 


. for Saxena. This year he rustled up 


just one vote. 


Prabhat Awasthi 

Lehman Brothers 

He, too, missed the list this year and 
did not manage to get even a single 
vote. This could be due to Lehman 
Brothers acquiring the institutional 
business of BRICS Securities. 
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Priyanko Panja 
Mangal Keshav 
Securities 

Change jobs and lose 
awareness—not your 
own, but that of fund 
managers. That's 
what seems to have 
happened in the case of Panja. He 
moved from Edelweiss Securities to 
Mangal Keshav Securities and got no 
vote. Strange, but true. 





Rahul Singh 
Citigroup Investor 
Research 

He keeps his place on 
the list for the second 
year in a row. Singh 
m was on BT's 2005 list 
as well, but didn't make the cut the fol- 
lowing year. Otherwise, this would 
have been Singh's fourth year on the 


list. Incidentally, Singh too changed 


jobs (from SSKI to Citi) the year he 
failed to make it to our list. 








The stock market has seen its worst free fall 
since 2001. But will it rebound anytime soon? 


i 
The Rate Effect Is It Safe? MFs With Insurance 





Where is the Bottom? 





The stock market's massive fall has been swift, sharp and painful. 


When will the carnage end? VIRENDRA VERMA 





HE STOCK MARKET 

crash has wiped out 

more than Rs 9.46 lakh 

crore of the Sensex's 

market capitalisation 
since the beginning of this year and 
caused much pain for investors, but 
the bottom seems nowhere in sight. 
Last week, the Sensex dipped below 
the 13,000-mark for the first time in 
16 months; experts believe there's 
going to be more pain before it set- 
tles down. Yet, predicting the bot- 
tom of the stock market is like 
catching a falling knife, given that 
just six months ago, there were pre- 
dictions of the Sensex topping the 
25,000-mark this year. Now, the 
mood is pessimistic, and there are 
talks of the Sensex dipping below 
10,000. This leads to the question: 
is the 5-year bull-run over? *As 
long as the Sensex stays above 
6,200, we will remain in a bull mar- 
ket," says Sanjeev Patkar, Director 
(Research), Dolat Capital Market, 
adding that this was the level in 
December 2004. 

In the near term, however, the 
market is reeling under severe 
selling pressure, which may con- 
tinue for a while. *We are surely in 
a down market, which can last any- 
where from six to 15 months," 
says V.K. Sharma, Head of 
Research, Anagram Stock Broking. 
In a study of the previous bear 
markets, Sharma observes that 
whenever the market has come 
close to bottoming out, an aver- 
age of 12 Sensex stocks have fallen 
more than 50 per cent from their 
peaks. But in this downturn so far 
(till June 30), only six Sensex stocks 
are at half their peak values (see 
Decoding the Bear) suggesting that 
more pain could be under way. 

As this crisis is largely fuelled by 
soaring fuel prices and runaway in- 
flation—a global phenomenon— 
the market mood is sombre. Global 
funds, particularly hedge funds, have 
been selling heavily in the market. 
Domestic funds, too, are dumping 


DOWN AND OUT? 


The four indices that have lost the most. 





July 2, '07 


แพ BSE Capital Goods Index II BSE Bankex IBI BSE Realty Index MBSE Consumer Durables Index 


mid- and small-cap stocks. Besides, 
the uncertain political climate has 
further dampened the sentiment. 
Global markets, too, are undergoing 
a correction, but India and China are 
the worst-affected this year. 
Besides, another pressing con- 
cern for the markets is the increase 
in the government's expenditure 
on account of the farm loan waiver, 
rising oil and fertiliser subsidies and 
the Sixth Pay Commission report. 
These will, undoubtedly, strain the 


| «WHAT NEXT? 


The best and the worst case 
scenarios for the markets in the 
coming months. 
Worst Case 
. Oil crosses $160 per barrel 
Corporate results lacklustre 
Sensex target: 11,000 
Nifty target: 3,500 
Best Case 
Oil stable at $130 per barrel - 
Corporate results are good 
Sensex target: 15,000 
Nifty target: 4,400 





Jun 30, '08 
Source: BSE 


government's finances. While the 
market has noted the same, global 
rating companies are still silent on 
the issue. “The issue of fiscal deficit 
will gain significance as we traverse 
the year with higher non-budgetary 
provisions. Together, they will add 
nearly 2.5 per cent to the fiscal 
deficit,” says Patkar. He also feels 
that with elections around the cor- 
ner, these issues will get relegated to 
the background till the next gov- 
ernment assumes office. Analysts 
fear that once these factors are fully 
taken into account, international 
rating firms like Standard & Poor's 
and Moody’s could downgrade 
India’s rating, which could put 
further pressure on the market. 
For now, traders don’t see a 
respite for the markets over the 
near term. “In the last two falls of 
1992 and 2000, the value of the 
top stocks eroded by 85 per cent, 
which could happen this time too,” 
says a trader who declined to be 
named. Among top stocks that 
have depreciated this time are 
Reliance Infrastructure (earlier 
Reliance Energy), Reliance 
Industries, DLF, Reliance Capital, 
Larsen & Toubro and State Bank 
of India. They have slipped 36-70 
per cent from their peaks. Yet, all 
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these companies have a 
good track record in terms 
of management, business 
and profits. "There are no 
holy cows in the market," 
says Anagram Stock 
Broking's Sharma. 

But for investors, the 
pressing concern is: where 
is the market headed in the 
near term? Patkar feels the 
market is close to its imme- 
diate bottom in the current 
scenario, but it's not the final 
bottom. “We may see the 
bottom when Lok Sabha 
elections are announced,” 
he says, adding: “But in the 
immediate short-term, the 
market should bottom 
around 3,700 for the Nifty.” 
Sharma says the Sensex 
could bottom out around 
12,000-12,600 levels, but 
there’ no telling when there will be 
a rebound from there. 

The big foreign institutional 
investors (Fits) have sold a net 
amount of $6.4 billion (Rs 25,869 
crore till July 2, 2008) in the 
equity market, whereas domestic 
mutual funds, which don't have 
enough impact on the market, 
have bought shares worth Rs 
2.800 crore. However, as Arun 
Kejriwal, Director, KRIS Research, 
says: “Fis could soon stop their 
selling.” His explanation is that af- 
ter the dip in January 2008, Fils 
have been booking profits, but 
with the Sensex now having 
fallen below the 15-month 
level, the Fils that invested till 
mid-2007 are on average 
incurring losses, and normally 
long-term investors avoid 
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"As long as the Sensex stays above 6,200, we will 
remain in à bull market. In the immediate short term, 
the market should bottom around 3,700 for the Nifty" 


Sanjeev Patkar, Director (Research), Dolat Capital 


investors buy them? Experts says 
it's too early to buy based on price 
correction alone. *Not many fore- 
saw crude at $140 and now earn- 
ings estimates will have to be re- 
visited," says Sharma of Anagram. 
Many stocks could still be over- 
priced. Shares in real estate sector 
saw their valuations rise due to in- 
creasing real estate and land prices. 
But now that real estate prices have 
corrected and with several real es- 
tate firms finding it difficult to 
raise funds, this could impact their 
earnings. So, even after the fall, 


DECODING THE BEAR 


How Sensex stocks fared in the last 
five major corrections. 


1993 1996 1998 2001 





2008" 


many such stocks may still 
be overvalued. 

Sharma feels that the 
earnings of the banking sec- 
tor, too, will be adversely af- 
fected, as the rising yields on 
government bonds will have 
to be adjusted every quarter 
and that will affect their prof- 
its, especially those of state- 
run banks. Moreover, if the 
slowdown in the real estate 
continues, the companies 
could face trouble in servicing 
their debts. This could further 
impact the banks. 

But investors can also 
keep an eye out for buying 
opportunities in beaten down 
stocks. Kejriwal says build- 
ing material companies like 
tile and pipe-makers present a 
good opportunity. “Real es- 
tate prices are falling, but 
construction is still on,” he says, 
pointing out that there is no let-up in 
the construction of malls and office 
complexes. Moreover, Kejriwal be- 
lieves that many real estate buyers 
are waiting to buy at lower prices. 

Another sector that looks like 
a dark horse is paper. As this is an 
election year, the demand for paper 
will increase. *Paper-makers have 
become cost-efficient, and their past 
efforts should start reflecting in 
their stock prices," says Kejriwal. 

If oil has been the biggest culprit 
behind the market's fall, it can also 
be instrumental in creating huge 
opportunities for several Indian 
companies in the field of non- 
conventional sources of energy. 
“The bigger issue for India now 
is energy security and the 
government will accelerate 
efforts in that direction," says 





selling at à loss. | | Number of stocks that fell by ion, 

In this uncertain environ- orale | NS Patkar. So, companies in the 
ment, valuations, too, have : .— gas transport and solar energy 
taken a severe beating. Stocks of 50-80% 1 & — sectors could benefit from the 
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Up It Goes Again 


As interest rates rise, borrowers are going to get hit. How should 
you manage your loans in this scenario? CLIFFORD ALVARES 


S THE INTEREST RATE CYCLE 
At turned upwards, bor- 

rowers will now have to 
shell out more on their loans. After 
many months of keeping interest 
rates low, the Reserve Bank of 
India (RBI) finally increased interest 
rates in a bid to rein in runaway 
inflation. On June 11, 2008, 
RBI increased the repo rate (the 
rate at which banks deposit their 
funds with central bank) from 
7.75 per cent to 8 per cent. RBI 
followed it up by another 50 basis 
points hike in the repo rate within 
two weeks on June 24 to 8.5 per 
cent. This increases the cost of 
funds and puts pressure on banks 
to increase their lending rates. 
Says Sujan Sinha, Senior Vice 
President (Retail Assets), Axis 
Bank: “We have increased our 
lending rates as our cost of bor- 
rowing has gone up. The liquidity 
condition is tight and there’s pres- 
sure in the market.” 

It's no surprise then that banks 
have quickly increased their lend- 
ing rates. HDFC and ICICI Bank 
raised home loan rates by 75 basis 
points each to 11 per cent. For 
existing customers, however, 
HDFC has increased rates by 
50 basis points (0.5 per cent) only. 
Many psu banks, like the State 
Bank of India, Union Bank of 
India, Punjab National Bank, 
Corporation Bank, Canara Bank 
and Bank of India have also hiked 
their rates by 50-75 basis points 
over the last few days. 

It's getting tough for borrowers 
and the tight conditions are ex- 
pected to continue for a few more 
months, and maybe, even for a 
year or more. Market experts 
reckon that until inflation is tamed, 
RBI will continue to maintain a tight 
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ILLUSTRATIONS BY RAMEN SARKAR 


Not All That Good 


Long-term interest rates are firming up. 


8.1 


june 27,'05 June 27, '06 


June 27, '07 
10-year bond yields in per cent Source: Credence Analytics 


June 26, '08 


money policy. Says Sinha: “The 
credit policy will signal whether 
there will be a further rate hike, 
but we are in a tightening mode.” 








The rate hikes have affected, 
among other things, personal and 
auto loans. A year ago, auto loan 
rates were at around 12-13 per 
cent. This year, they have risen 
to 14-14.75 per cent, while some 
auto models are even attracting 
rates of 15 per cent. Dealers and 
banks have cut back the discounts 
offered on new cars, which has 
increased the effective cost of bor- 
rowing for individuals. 

Other retail loans, too, have 
become dearer over the last couple 
of months. Consumer loans have 
increased to around 16 per cent 
from 14 per cent about six 
months ago. Banks have raised 
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rates on personal loans, too, 
from about 20 per cent six 
months ago to 24 per cent. As 
the rates are already high, mar- 
ket observers reason that fur- 
ther rate hikes may not take 
place for now. 


The Moves 


But individuals are already feel- 
ing the pinch. Existing bor- 
rowers will have to up their 
ante on the loans front. Apart 
from housing loans, all other 
loans on auto, consumer and 
personal loans are fixed in 
nature and the monthly in- 
stallments will remain constant. 
Nevertheless, financial plan- 
ners say that individuals must 
avoid or pre-pay loans that 
have a high cost, like personal 
and credit card loans. Another 
way borrowers can manage 
their loans is to switch from 
high interest rate loans to low 
interest ones, say, from a credit 
card outstanding that costs a 
whopping 49.36 per cent on 
an annualised basis to one that 
costs less. 

On the home loan front, 
however, fixed rate borrowers 
need not worry as their 
monthly installments will re- 
main constant. But if you have 
opted for a floating rate, then 
the rate hike could see your 
tenures increase, or you will 
have to increase your monthly 
installment. Banks usually in- 
crease your tenure, but in case 
these shoot to beyond their 
comfort levels, say, to 25-27 
years, then mortgage financiers 
will want you to increase your 
monthly installments. 

Another option home loan 
borrowers have is to make a 
pre-payment equivalent to the 
rise in the interest rates. For 
instance, if banks increase your 
outstanding tenure by two 
years, make a pre-payment 
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THE IMPACT COST 


How the rising rate will hit your 


Your current EMI @ 10.5 percent 19,968 
Your EMI, JL ZEB 20,644 
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"It can take some time for floating. interest 
rates to touch the fixed rate levels" 


Harsh Roongta, CEO, Apnaloan.com 


equivalent to an amount that 
will bring down your tenure 
by two years. This will also 
help you to keep your out- 
standing tenure in line with 
your original borrowing plan, 
and retire your home loan out- 
standing sooner. 

But, should borrowers shift 
to fixed rate loans? For now, 
the rate differential between 
floating and fixed rate loans is 
about 300-350 basis points. 
Banks have kept the rate dif- 
ferential high so individuals 
opt for the cheaper floating- 
rate loans and avoid the costly 
fixed-rate loans. From the cur- 
rent levels of around 11 per 
cent, there's still a long way 
for the rates to increase to 
14 per cent. Hence, experts 
reckon that switching from a 
floating to a fixed rate loan 
now may not be advisable, 
though borrowers should peri- 
odically review their situations. 
Says Harsh Roongta, CEO, 
Apnaloan.com: “It can take 
some time for floating interest 
rates to touch the fixed rate 
levels. Individuals should 
always review their scenario." 

The flipside of rising inter- 
est rates is that real estate prices 
can slip. So, home loan bor- 
rowers may get a chance to 
buy a house on the cheap, 
which should compensate for 
the hike in rate. 

New borrowers, perhaps, 
can postpone their decisions 
by a few months, and wait for 
interest rates to cool off. The 
tight money scenario is ex- 
pected to play out for a few 
months, though, as inflation is 
still the Number 1 threat to 
the economy. Borrowers with 
huge outstandings have to bal- 
ance other expenses. It’s time 
to make adjustments in 
lifestyles so that EMI payments 
are smooth. Hang on. 
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Banking on the Move 


Mobile banking is fast catching up as an alternative channel for banking 
services. Here's what you should know about it. KAPIL BAJA] 


HE SMALL TWO-BY-FIVE INCH 

handheld device can do more 

than just deliver messages and 
voice data. And if the draft operative 
guidelines released last month gets 
the Reserve Bank of India's final 
nod, mobile phones could become 
virtual banks for India's 300 mil- 
lion subscribers. The advent of 
mobile banking also promises to 
speed up and improve the efficiency 
of banking transactions. 

The potential is huge. “Every 
mobile phone user in India is now a 
potential bank customer wherever he 
or she is located. It also means sub- 
stantially reduced costs of banking 
and fantastic speed of financial trans- 
actions. So, mobile banking should 
catch up as fast as ATMs, or faster,” 
says Vijay Shankar, Director 
(Transaction Banking, India & South 
Asia), Standard Chartered Bank. 

Though the RBI guidelines have 
spurred many banks into expedit- 
ing the building of their mobile 
banking infrastructure, the action 
began sometime ago. ICICI Bank, 
for example, already offers 
iMobile, an Internet 
banking application 
that can be down- 
loaded to one's 
mobile phone. It allows 


WHAT YOU CAN DO 
WITH YOUR MOBILE 


e Check your bank account 

e Send stop payment 

instructions 

Get records of last few 
transactions 

Get the location of the nearest 
ATM or bank branch 

Get your bank to transfer funds to 
a pre-registered beneficiary 
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not only routine activities like bal- 
ance enquiry, but also funds trans- 
fers to other bank accounts. 
“iMobile is an innovation that al- 
lows practically all Internet banking 
transactions to be conducted on 
mobiles phones. The bank does 
not charge customers for these 
services," says an ICICI Bank official. 

HDFC Bank recently partnered 
Reliance Communications to la- 
unch a *virtual credit card" that 
allows customers (of 
both the bank and 
the mobile service 
provider) to turn 
their phones into a 
credit card and 
their mobile num- 
bers into a credit 
card number. 
That’s a precursor 
to the concept of a 
full-fledged “mo- 
bile wallet”. 

And Barclays 
Bank’s “Hello 


Statements 
























AND WHAT YOU WILL 
BE ABLE T0 DO 


e Link your mobile phone to 
you credit or debit card 


e Make all third-party payments 


e Transfer money from your 
account to another account 


e Access mutual funds and equity 


e Access card statements 


Money”, a menu-based service that 
is said to be user-friendly to the 
point of making Hindi as a lan- 
guage of choice for transactions, 
is creating quite a buzz. 


Mobile Meets Money 
Mobile users are already warming 
up to banking at their fingertips. 
And banks are ensuring that they 
are up to the challenge. “RBI guide- 
lines are only for bank customers. 
One must have a 
bank or a credit 
card account to be 
able to enjoy mo- 
bile banking serv- 
ices. The guidelines 
also favour a sys- 
tem of registration 
of subscribers, 
common standards 
of technology and 
security of stan- 
dards,” says Ravi 
Shankar, Country 
Head (Cash 
Management & Direct Banking), 
yes Bank. 
It’s easy to understand what 
the guidelines are seeking to 
achieve. As a user, you’d want 
your mobile banking transac- 
tions to be easy, uniform across 
different banks and mobile 
service providers and ab- 
solutely secure against theft. 
“I have three different bank 
accounts. Ideally, mobile 
banking should allow me 
to access all three ac- 
counts from a single 
technological platform,” 
says Naman Mishra, a 
project manager at a 
BPO firm in Gurgaon. 
With seamless 
technology and a 


TRANSACTING WITH YOUR MOBILE 


Two prominent systems, which enable mobile 


user-friendly. In the latter, you will need to install an application on your mobile phone. 
How to make a third party SMS-based payment 
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uniform platform, mobile banking 
can become easy. Says Vijay 
Shankar: “RBI has envisioned a sys- 
tem that will allow funds transfer 
from one bank account to another 
in the same or another bank on a 
real time basis across all mobile 
networks. So, the banks need to 
ensure that their mobile banking 
platforms converge into a seam- 
less whole.” 


Safe and Secure 
While it's smart to bank on the mo- 
bile phone, it's also easy to overlook 
security concerns, identity theft and 
fraud. Various channels of deliver- 
ing mobile payment services, how- 
ever, can have different levels of 
security. RBI guidelines, therefore, 
advise banks to offer *appropriate" 
services after assessing the security 
risk. Banks can provide additional 
security such as a customer PIN 
number, transaction limit (a lim- 
ited number of transactions per day, 
week or month), and encryption 
of confidential information. For in- 
stance, a virtual credit card inte- 
grated with a mobile phone will 
have a PIN protection. 
"Subscribers using mobile 
phones as credit cards are not re- 
quired to reveal any card details 
(card number, expiry date, etc). 
Mobile phones will be PIN-pro- 
tected, and payments are safer than 
actual credit cards," says Shankar. 
So, users will be required to enter 


RACHIT GOSWAMI 


a correct PIN number in their trans- 
actions, failing which an application 
can even lock itself up. This is par- 
ticularly useful when you, for ex- 
ample, have lost your mobile. 
Besides, RBI has advised banks to 
have a reliable system to verify 
mobile numbers to guard against 
fake phone numbers. 


And Versatile, Too 


For now, the one thing you can do 
with your mobile phone is to sign 
up for SMS alerts, which “ping” you 
every time there's a transaction in 
your bank account. It's a quick serv- 
ice for people who'd want to know 
what's happening in their bank ac- 
counts, and most banks offer this 





"Every mobile ono user in India is 
now a potential bank customer” 

Vijay Shankar, Director (Transaction Banking, 
india & South Asia), Standard Chartered Bank 


payments, are based on either SMS or the Internet. The former is perceived to be more 





service for free or for a small fee. 
Even transactions such as balance 
enquiry through SMS are common 
these days, and can be done with a 
few messages. 

But carrying out a financial 
transaction or a third-party pay- 
ment requires sending several mes- 
sages and is tedious. “That can be 
cumbersome and there’s also a sub- 
stantial cost in sending those mes- 
sages,” says Mishra. As of now, 
SMS is the most popular and con- 
venient way of doing mobile bank- 
ing in India, points out Ravi 
Shankar. But as mobile technol- 
ogy improves, banks are likely to 
add more secure platforms. 
"Banking will change as banks find 
more secure technological plat- 
forms for mobile banking," says 
Ravi Shankar. 

Internet banking is a more ad- 
vanced application that allows you 
to do many things on your mobile 
phone. For instance, icici Bank's 
iMobile offers 25 transactions on 
your mobile phone that includes 
not only saving accounts, but also 
demat and loan accounts. 

Mobile banking also spells more 
business for banks, especially as 
they ride the wireless telephony 
boom in India's rural hinterland, 
which has a large population of 
"the financially excluded". 

So, let your mobile phone take 
the pain out of banking. It’s time to 
let your fingers do your banking. 
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Let's Get Together 


Mutual funds are increasingly bundling insurance covers with SIPs to 


counter the growing popularity of ULIPs. NITYA VARADARAJAN 


ILL RECENTLY, INVESTORS SEEK- 

ing a life cover with a market- 
linked investment plan had no 
choice but to turn to the popular 
unit linked insurance plans (ULIPs). 
These have a disadvantage, 
though: high overheads. Investors 
tend to overlook these costs in a 
bull market, as they can afford to 
do so, but not in sombre and 
inflationary times such as the pres- 
ent. This calls for a cost-effective 
alternative that combines the benefits 
of both investing and insurance. 
Mutual funds (MFs) do just that. 

MFs are increasingly bundling 
insurance covers with their mutual 
fund schemes. Reliance Mutual 
Fund and Birla Sun Life Mutual 
Fund are offering free insurance 
covers to investors who invest 
through the systematic investment 
plan (SiP) route. For as little as Rs 
1,000 a month, which is invested in 
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a fund of your choice, you can get 
an in-built insurance cover. 
“Investors should opt for these plans 
not only for the insurance cover, 
but also for long-term wealth cre- 
ation," says Ramakrishnan V. 
Nayak, Senior vp and Regional 
Head, Bajaj Capital. 

An sip bundled with insurance 
comes with lower overhead costs. 
These may also come with entry 
or exit loads, which may differ from 





company to company. Birla Sun 
Life’s insurance plan, Century SIP, 
does not charge an exit load after 
the third year. Reliance MF’s 
insurance option, SIP--Insure, 
charges an exit load of 2 per cent, 
which is waived at maturity. 

But the benefits are far greater 
than the cost advantage. Birla Sun 
Life, for instance, offers a cover 
that is 100 times the monthly sip 
investment, if you stick with the 

plan for three years or more. The 
cover for a one-year term is 
10 times the investment, and for a 
two-year term it's 50 times the in- 
vestment. “In case of any eventuality, 
the nominee gets the sum assured, in 
addition to the funds’ net value,” 
says Nayak. This has an advantage 
over ULIPs, which usually give out the 
higher of the two—either the sum 
assured or the fund value. 

SIP-- Insure, on the other hand, 
offers an insurance cover that is 
equal to the total value of the sir 
during the term. If the investor dies, 
the unpaid siP amount is treated as 
the sum assured. The nominee can 
exit the scheme and redeem the 
units by paying a 2 per cent exit 
load. Says Sundeep Sikka, Deputy 
CEO, Reliance Capital Asset 
Management: “This product is tar- 
geted as a goal planning tool. In 
case of an eventuality, an investor's 
goal will be realised through the 
insurance policy." 

These schemes come with an 
important caveat, though. According 
to Nayak, the life cover ceases if 
the units are redeemed partially or 
fully or when there are regular de- 
lays in paying installments. Birla 
currently offers insurance across six 
funds, but plans to extend it to all its 
funds. Reliance offers the insurance 
benefit across eight funds. พ 


A Cover for Terror 


Why a cover for terrorism can be a 
good option for you. 


IVEN THE INCREASING ACTS OF TERRORISM, AN 
risen: policy that covers such acts might just be 
what you need. Insurance against terrorism is not rare 
globally. And in India, it's now coming into its own. 
Click2insure.in, a portal owned by New Delhi-based 
Optima Insurance Brokers, which offers insurance 
solutions, is offering the policy free of cost to the first 
100,000 applicants. The policy is underwritten by 
New India Assurance. 

Click2insure has devised a basic policy that offers a 
compensation of Rs 1 lakh to applicants affected by 
any act of terrorism in the country. The police, however, 
have to record the particular crime under terrorism for 
a claim to become possible. Currently, the policy is free 
for the first 100,000 subscriptions for the first year. 
Click2insure will pay up the nominal premium on behalf 
of the applicants to New India Assurance. 
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Insurance against terrorism: Coming into its own in India 


The policy has been devised with an eye on the 
overheads. Says Rahul Aggarwal, CEO, Optima Insurance 
Brokers: *We devised a policy with simple terminology 
and low overheads to keep the costs rock bottom." It's 
easy to apply for the policy on the website and you 
can take a printout of the policy certificate immedi- 
ately. Adds Aggarwal: *We are getting responses from 
places I have never heard of." 

Click2insure also ensures efficient claims servicing. 
"We don't want injured people or bereaved families to 
suffer for lack of compensation," says Aggarwal. 
Individuals in sensitive areas or even in professions in sen- 
sitive industries such as airlines may want to get a terror 
cover. If you need a higher cover amount, though, you 
may have to wait a while before general insurers make it 
a part of their regular offerings. 8 
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The top performers category-wise. 


1 DSPML Natural Resources and New Energy Reg 
2 Tata Growing Economies Infrastructure Plan B 
3 Reliance Natural Resources 

4 ICICI Prudential Focused Equity Retail 

5 Birla Sun Life Asset Allocation Aggressive 
ELSS 

1 Sundaram BNP Paribas Taxsaver 
2 Escorts Tax Plan 

3 HDFC LT Advantage 

4 ICICI Prudential Tax Plan 

5 HDFC Taxsaver 


SECTOR FUNDS 

1 UTI Pharma & Healthcare 
2 JM Healthcare Sector - 
3 Franklin Pharma 

4 Birla Sun Life International Equity Plan A 
5 Reliance Pharma 
BALANCED FUNDS 
1 Benchmark Equity & Derivative Opportunities 
2 UTI CCP Advantage 

3 ICICI Prudential Advisor-Moderate 

4 Birla Sun Life Asset Allocation Moderate 
5 Principal Child Benefit 

MIP 

1 Birla Sun Life MIP II Savings 5 

2 LICMF Floater MIP Plan B 

3 BoB MIP 

4 Templeton MIP-DM 

5 DSPML Savings Plus Conservative 
INCOME FUNDS 

1 ICICI Prudential Long-term 

2 Sahara Income — — 

3 ICICI Prudential Flexible Income 

4 Birla Sun Life Dynamic Bond Retail 
5 Kotak Flexi Debt Regular 

LIQUID FUNDS 

1 Escorts Liquid 

2 LICMF Liquid 

3 DSPML Cash Plus Regular 

4 HDFC Cash Mgmt Savings 

5 Quantum Liquid 


*Absolute returns percentage as of June 30, 08 
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Gone are the days when the slow and steady won the race. Success comes to those who make 
the right moves, way before the rest. For all your business moves, now get the bigger picture. 


Because, when we talk business, WE MEAN BUSINESS. 
Tune in now. 


www.utvi.com |SMS utvi to 59995 Available On TATA ‘Sky & Cable Networks 


BUSINESS 


Pranjal Sharma A Rahul Arora 
^ d x 


BUSINESS NEWS 
C HANNEL 





RETAIL, MEDIA AND FMCG 





BT-TEAMLEASE EMPLOYMENT OUTLOOK SURVEY f 


A lime for Caution 


IT and ITES companies will step up recruitments, while financial 
services and telecom firms will hire less. 


HE JOB MARKET IN INDIA PRESENTS A MIXED Net Employment Outlook 


bag of caution and optimism. The latest iig: Quarter 3 
Business Today-TeamLease Employment HATLO: £ Pacone NB NS a 


Outlook Survey (July-September 2008 

quarter) shows that the Business Confidence 
Index is down five index points, while the Employment 
Outlook Index has risen marginally by one index 
point. In fact, the Business Outlook Index for the 
quarter under review is at an all-time low of 65, echo- 
ing the overall downbeat sentiment pervading the | 
economy. Quarter-on-quarter, the Net Employment Increase === No change mm Decrease Figures in per cent 
Outlook is, however, looking up compared to the all- | E 
ame low of the last quarter. This means that the lull in 
hiring activity is Showing signs of ending, but it's still lazy Em ployment Outlook Index — Sectorwise 
days for job growth. The employment growth prospects 
for the IT, ITES, infrastructure, and manufacturing & en- 
gineering sectors are buoyant while financial services and 
telecom are projected to witness a reverse swing in their 
hiring activities. Spread across eight cities—Mumbai, 
Delhi, Bangalore, Kolkata, Chennai, Pune. Hyderabad 
and Ahmedabad—the survey drew responses from 
490 companies (see Methodology). 


7] 








The Net Employment Outlook (calculated as the —- e. pA Telecom 
difference between the proportion of respondents FMCG | 
reporting an increase in their hiring and those ex- === 02 Apr-June 2008 — Q3 July-Sept. 2008 Figures in per cent 


Entry-level recruitment has perked up but hiring at the 
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INFRASTRUCTURE 


FIN. SERVICES 


pecting a decline expressed as a percentage) stands at 
75 per cent, an increase of one percentage point 
over the figure for the last quarter. Says Sampath 
Shetty, VP, Permanent Staffing, TeamLease Services: 
*The Indian economy is passing through an infla- 
tionary phase, and is bogged down by rising oil and 
commodity prices. This is leading to a negative sen- 
timent in the overall employment outlook. The net 
employment growth has been negative for the last four 
quarters and cities like Mumbai and Kolkata have 
reached the limits of their growth." 

The study reveals that Mumbai is facing the 
buoyancy blues. The Business Outlook Index for 
India’s financial capital has fallen a massive 26 index 
points. Delhi, on the other hand, continues on its re- 
covery path with a boost of 15 index points. Sector- 
wise, ITES makes an impressive comeback with an in- 
crease of 23 index points, but the business outlook 
for the financial services sector has touched an all- 
time low of 47 index points. Analysts, however, 
argue that despite these challenges, the job scenario 
in India remains steady. Says E. Balaji, CEO, Ma Foi 
Management Consultants: “These are turbulent 
times for the global economy and yet, it is widely 
expected that India will hold its own over the next 
couple of years." This is because certain sectors 
continue to buck the negative sentiment. 


Sectoral Story 

There's good news for people seeking jobs in the rr and 
[TES sectors. IT is back in the reckoning with a five point 
improvement in its Employment Outlook Index— 


MANUFACTURING AND ENGINEERING 





Mumbai 
Delhi 
Bangalore 
Kolkata 
Chennai 
Pune 


Hyderabad 


4] 


mum 2 Apr -June 2008 » Q3 July-Sept. 2008 Figures in per cent 


quite a change from the last quarter, when the inde» 
was down six points. “This is a strong hiring quarter 
for the industry, unlike the previous quarter, which is 
traditionally the slowest for the industry," points out 
Pratik Kumar, HR head, Wipro. *Large companies 
(together) could hire between 20,000 and 30,000 
people over the next 12 months. We have become 


junior management level has seen a marginal decline 
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Hiring Across Functions 


Marketing 


Production 


Finance 





Administration 
HR 
Customer 
Service 
. 12 
Others 12 
=== Q2 Apr.-June 2008 Q3 July-Sept. 2008 Figures in per cent 
*Üthers include quality assurance, maintenance, etc. 
Net Business Outlook 
Quarter 2 Apr.-June 2008 Quarter 3 July-Sept. 2008 
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Business Outlook Index — Sectorwise 





IT TES Financial ^ Retail, Infrastructure Mfg & Telecom 
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more careful about our hiring, and as at many of our 
peers, salaries and increments, too, will be more 
muted,” he adds. 

T.V. Mohandas Pai,-Director, HR, Infosys 
Technologies, adds: “The Indian rr industry con- 
tinues to show strong growth potential and should 
expand by 25-30 per cent per year. Indian com- 
panies have been able to diversify their revenue base 
beyond traditional markets and geographies. Other 
factors, such as the appreciating rupee and the 
slump in financial services, however, continue to be 
areas of concern." 

Hiring in the ITES sector is on the upswing as 
well. The employment outlook for the sector shows 
a four index point increase, compared to a 24- 
point downswing the previous quarter. Says S. 
Nagarajan, Founder and People Head, 24/7 
Customer: “The Ires industry is in a fast-track 
growth mode. The challenge is not about finding 
business, but locating the right people for our cen- 
tres, We are expanding nationally, and plan to cre- 
ate 1,000 jobs in our Chennai centre alone." 

Infrastructure also shows robust growth with an 
increase of three index points over the strong fig- 
ures for the previous quarter. Argues G.D. Sharma, 
Vice President (HR), Larsen & Toubro ECC: 
“Infrastructure still remains a robust sector in 
terms of recruitment. At present, the industry is fac- 
ing a 30-35 per cent shortage of skilled labour, and 
I expect this demand-supply gap to grow further in 
future.” Also, in the infrastructure space, companies 
across the board have enough breathing time to pri- 
oritise their needs when it comes to people re- 
quirements. “Companies are gingerly going about 
recruiting new people. In fact, unlike in the past, no 
company is going in for bulk recruitments. Instead, 
raising the productivity of employees is on top of 
the agenda for most players,” he adds. 

Despite this, the mad race among infrastruc- 
ture companies to straddle every sub-segment of this 
space—power, SEZs, roads, airports, ports, etc.—is 
throwing up significant job opportunities across all 
levels. Amitabh Mundhra, Director, Simplex 
Infrastructures, however, adds: “The July-September 
quarter will determine the course of industry over the 
next two years. A lot will depend on the performance 
of the economy, and job creation will be linked to 
how businesses shape up during the coming quarter.” 

The downswing in the financial services sector 
continues this quarter. The Employment Outlook 
Index for the sector is at 67, down 10 points com- 
pared to the previous quarter. Agrees Deodutta 
Kurane, President (Human Capital), yes Bank: “The 
current economic scenario indicates a slight pullback 
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in financial sector employment. Recruitment in the BFSI 
sector largely depends upon the roll-out plans (read: 

new branches and operations) of various institutions. 

But any institution on a long-term growth path will 
continue to hire people despite negative pressures in the 
market." Shetty, however, believes that overall, the BFSI 
sector has been stable and is expected to remain so in 
the immediate future. “Hiring in the insurance sector 
will slow down, but only when compared to the ag- 
gressive hiring of the last quarter," adds Shetty. 


Cities of Joy (and Distress) 
Hyderabad is the flavour of the season, and has reg- 
istered an upswing of 23 index points, while Chennai 
is under the weather (down 25 index points). 
Businesses in Delhi and Bangalore are quite upbeat 
about creating new jobs (up three and six points, 
respectively) during the quarter as are businesses in 
Ahmedabad (up 16 points). The employment outlook 
in Mumbai, however, is down, albeit marginally. 

Commenting on the strong performance of 
Hyderabad, G.P. Rao, Head, HR (Polyester & Fibre 
Intermediates), Reliance Industries, says: “The in- 
vestment the government has made on infrastructure 
enablers for industry has not yet got saturated in 
Hyderabad. So, that could be the reason for invest- 
ments still taking place there and for the entry of new 
players. This city has become a major services and rr/ 
tres hub and, perhaps, there has been a pick up there 
as well. That must have resulted in the improved 
outlook.” He, however, sounds a note of caution 
when looking at the next quarter. “One needs to 
watch the situation carefully as banks have already in- 
creased interest rates; and if the rising trend in infla- 
tion continues at the current pace, then it may be a 
source of concern for industry,” he adds. 

Satyam Computer Services is one among sev- 


— — Sectorwise 


luli 


oe M. Infrastructure "n 4 
Services 





mm 3 month wom | year Figures in per cent 


eral Hyderabad-based companies whose headcount 
has been rising. Says S.V. Krishnan, Global Head (HR), 
Satyam Computer Services: “Over the last one 
year, we have made net additions of over 16,000 
people (overall) and we are at over 51,000 associates 
(employees) today.” 

But why have companies in Chennai suddenly 
turned negative? Ganesh Chella, Managing Director, 
Totus Consulting, an HR consulting firm, says: “At a 
practical level, Chennai has got a huge educational 
institution base, which churns out lakhs of students 
and engineers. But the fact that the Class of 2008, 
which was given placements in 2007, has stil! not 
been called to take up jobs (the recruiters, mostly 


Business Outlook Index — Citywise 


Mumbai 81 


Delhi 
Bangalore 
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Figures in per cent 
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from the IT sector, are going slow on their ramp-up 
plans) is affecting optimism." 

Shetty feels Chennai will experience a hiring slow- 
down as most manufacturing companies based there are 
in the final stages of large scale hiring for greenfield proj- 
ects. However, the NCR is back with an air of confi- 
dence, with positive indicators in the ITES, engineering 
and manufacturing sectors. Stable infrastructure and re- 
alty are supporting regional business growth here. 


Small Gains 

Even as the bulk of the jobs are being created in the 
metros, Tier I, Tier II and Tier III cities are also in the 
frame. Recruitments across all these classifications 
are on an upswing. The reason? Points out Kris 
Lakshmikanth, CEO and Mp, The Headhunters: “The 
NCR and Bangalore led the way for the BPO industry, but 
soaring real estate costs and infrastructure concerns, es- 
pecially in India's rr capital, are driving many vendors 
to emerging destinations like Mangalore, Jaipur and 
Vishakhapatnam." 

The resurgence in ITES hiring has also helped 
smaller cities make their mark. Says Lakshmikanth: 
*Besides hiring in metros, large vendors such as 
Genpact are leading the way into smaller cities such 
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as Jaipur. Hiring at the junior level continues for 
plain vanilla call centre companies, but there is grow- 
ing demand from higher-end KPO vendors, too.” 
On the infrastructure front, too, the focus is 
likely to turn away from large cities. Says Larsen & 
Toubro ECC's Sharma: “Cities such as Delhi, Mumbai, 
Bangalore and Kolkata continue to remain strong in 
building infrastructure assets, but Tier III and Tier IV 
towns may see stupendous growth in the next quar- 
ter." Class B towns such as Pune, Ahmedabad, 
Hyderabad, Chandigarh, Jaipur and Bhopal have 
the potential to generate large employment oppor- 
tunities. “This is because there's a huge cost differ- 
ential, in terms of doing the business, between these 
towns and the metros," says Ronesh Puri, Managing 
Director, Executive Access. Then, these towns also 
provide huge potential for FMCG and telecom players, 
who have little scope left to grow in the metros. 


Biz Takes a Hit 
Business sentiment, in one word, is bleak and the Net 
Business Outlook is at its lowest. Among sectors, ITES 
is the sole impressive gainer, with an increase of 23 
index points; manufacturing and engineering have 
also improved (up three index points each). As in the 
case of employment outlook, the fi- 
nancial services sector has been a ma- 
jor casualty of the overall negative 
sentiment. Although there is a de- 
crease of four index points in the in- 
frastructure sector, it still has the high- 
est index score of 93 points. 
Among cities, Mumbai and 
Chennai are in choppy waters. V. G. 
Jagannathan President, Finance, 
Sundram Fasteners, is not surprised 
at this. *Chennai is a major auto hub 
and the auto industry is witnessing a 
slowdown that does not look like eas- 
ing in the near term. Hence, employ- 
ment generation is low, as employers 
are tightening their belts," he says. 
The chips are down for 
Bangalore as well; the net business 
outlook in the city is down seven 
points. Says Infosys’s Pai: 
*Bangalore's image has suffered both 
at home and overseas due to the 
acute infrastructure crunch and the 
tussle between the previous state ad- 
ministration and the IT industry over 
the past few years. Competing lo- 
cations such as Chennai and Pune 
have benefited, since both cities have 
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Reasons for Changing Jobs — Sectorwise 
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large labour pools, strong education systems and sup- Crystal Ball Gazing 


portive state governments. Then, land is more 
expensive in Bangalore and infrastructure will get 
worse before it gets better. So, the overall image of 
the city continues to suffer." 


A Level Playing Field 

The Br-TIeamLease survey suggests that entry-level 
recruitments will perk up in the July-September quar- 
ter, while hiring at the junior management level will 
decline marginally. Says Arun Das Mahapatra, Country 
Partner, Heidrick and Struggles: *The bulk of re- 
cruitments is taking place at the entry level, 
although there has been a surge in hiring at the 
middle management level as well." 

And despite a looming global recession, there 
has been no noticeable slowdown in key sectors such 
as IT and financial services. *The fluctuations in spe- 
cific roles is more cyclical and not related to macro- 
economic trends," says Mahapatra. Senior-level re- 
cruitments, though, have seen a dip of 11 index 
points compared to the previous quarter. Interestingly, 
across functions, the demand for marketing person- 
nel is down 11 per cent, while the demand for rr per- 
sonnel (across industries) is up 29 per cent. Demand 
for HR personnel is also rising substantially. It is up 12 
index points compared to the previous quarter. 

There are some interesting trends in employee 
movements. The IT sector is expected to source 25 
per cent of its employees from the ITES sector, while 
22 per cent of the new employees in retail, media & 
FMCG sector are expected to come from the sales func- 
tion. Around 30 per cent of the employees in the 
infrastructure sector are moving from manufacturing 
& engineering. Financial services and manufacturing 
firms, however, prefer employees from within their 
own industries. 
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Analysts agree that in the next quarter, a few factors 
could dampen opportunities in the job market. High 
crude oil prices, the global downturn, rising inflation 
and political uncertainty are expected to reduce 
growth rates in the country and, consequently, lead to 
*less hiring than would otherwise be the case". Due 
to rising inflation, there will be a negative impact on 
the BFSI sector; the FMCG and retail sectors are also 
likely to suffer as a result, says Puri. 

Manufacturing might also get hit, mainly because 
of the rise in the cost of capital, which will make it 
difficult for companies to raise funds for expansion 
and new projects. “Generally, during times such as 
these, companies don't think about expanding their 
businesses, but, rather, focus on securing themselves 
against future uncertainties," says Puri. "There is 
still a lot of uncertainty, and interest rates are going 
up... So, it is a time for caution," adds T. Sreedhar, MD, 
TMI Network, a leading talent hiring company head- 
quartered in Hyderabad. 

Recruiters agree that the coming year will be a 
challenging one and there are global indicators galore 
to support this prognosis. The us has already begun 
grappling with the spectre of recession and growth in 
many countries has slowed down. However, in India, 
these will have sector-specific impact on investment 
and employment generation, say recruiters. “The 
economy is more dependent on domestic demand and 
exports constitute less than a quarter of GDP. Thus, 
domestic investment demand is expected to pull the 
economy through the rough patch," says Balaji. 

As we said at the beginning of this report, there is 
reason to be both cautious and optimistic. 

REPORTING BY MANU KAUSHIK, 
NITYA VARADARAJAN, E. KUMAR SHARMA AND 
RAHUL SACHITANAND 





METHODOLOGY 


HE BUSINESS TODAY-TEAMLEASE EMPLOYMENT OUT- 

look Survey, which follows a rigorous, statis- 
tically-validated process adhering to the high- 
est standards in market research, was cond- 
ucted among 490 companies selected from the 
Kompass Directory that lists 7O per cent of all reg- 
istered companies in the organised sector, from 
NASSCOM for IT companies and from companies 
registered with the website www.bpoindia.org 
for ITES companies. A combination of database 
and random sampling as a technique has been 
used. Care was taken to ensure a good mix of 
large, medium and smal! companies as also an 
equitable representation across industries to 
remove any bias or variation that might be at- 
tributable to a particular industry. The target 
respondents at these companies were the HR 
heads or decision makers in the hiring process. 
The questionnaire used for the survey collated in- 
formation on overall business improvement (last 





Reference: Mum.: Mumbai, Del.: Delhi, B'lore: Bangalore, Kol.: Kolkata, Chn.: Chennai, 


Pun.: Pune, Hyd.: Hyderabad, Ahd.: Ahmedabad 





three months and next three months); overall 
recruitment needs (last three months and next 
three months) and recruitment trends (across 
age, geographies, cities, functions and levels). 

A total of 490 interviews were conducted 
during May and June 2008 and responses ob- 
tained were coded at the time of data collection. 
The information was analysed using the Computer 
Aided Telephonic Interview (CATI) methodology. 
Surveycraft software was used for data collection 
and tabulation. Given the concentration of com- 
panies in Mumbai, Delhi, Kolkata, Chennai, Ban- 
galore, Hyderabad, Pune and Ahmedabad, the 
study was restricted only to companies with a 
presence in these cities. A random sampling 
was drawn from each city with due weightage to 
size. Two indices, the Employment Outlook Index 
and the Business Outlook Index, were computed 
to elaborate and analyse the trends that emerged 
from the data. 


Employee Base 
501-1000. 42 


> 1,000: 52 





250-500; 71 
Figures are number of companies interviewed 


Turnover Base 
501-1,000: 18 >1,000:18 251-500: 24 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


ONI Enterprises, CEO EPC Projects, 
Delhi, Mumbai, 15 - 25 years, Job ID: 
298253 

Lead an Engineering Projects Company; Lead 
the following teams -The marketing, the 
execution, the man management, the 
administration, the HR effort, finance etc. For 
this the people shall have necessarily to be an 
Engincer. 

MacLellan Integrated Services India 
Pvt. Ltd, Facility Manager, Chennai, 10 
-15years, Job ID: 5726918 

Will be responsible for Testing, Tuning & 
Setting to work, Running & Breakdown 
Maintenance, Overhauling.Different types of 
Starters, Motors & Pumps (Electric, 
Hydraulic, and Pneumatic).Managing 
complete maintenance of building. 

FCG Software Service (India) Pvt Ltd, 
Sr. Manager, Bangalore, 12-16 Years, 
Job ID: 5694283 

Person will ensure project & process mgmt, 
quality assurance and provide complete 
support towards project fulfillment. 
Cognizant Technology Solutions Pvt 
Ltd, Project Manager, Hyderabad, 7 - 
12 Years, Job ID: 5726732 

Aspirant will define, design application and 
technical architecture meeting business needs 
as well as complying to industry standards and 
best practices. Ability to work hands on with 
code and lead coding efforts is necessary. 
Cholamandalam MS General 
Insurance Company Ltd, Senior 
Manager, Chennai, 15 - 20 Years, Job 
ID: 5726636 

Responsibilities include: Underwrite risks 
after careful evaluation of the Risk. Handle 
competitive Environment. Price Tariff & 
non-tariff risks after careful evaluation. 
Ensure policy and underwriting 
documentation. 

Development Credit Bank Ltd, 
Manager, Mumbai, 5 -15 Years, Job 
ID: 5726466 

Responsible for preparing for Audits, 
execution of audits based on CEI, submission 
of daily progress reports, preparation and 
timely submission of Audit reports to Audit 
manager / Head of dept., management of 
audit work papers including collection and 
filing and cross reference. 
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Symphony Services, Architect, 
Bangalore, 8 - 11 Years, Job ID: 
5726156 

Applicant will be involved in the various 
phases of the implementation (support the 
delivery leadership / PM for the 
following):Planning,Business Analysis & 
Requirements Management, Fit-Gap 
analysis, Testing ,UAT support, Estimation. 
KPIT Cummins Infosystems Ltd, 
Project Manager, Bangalore, 10 - 12 
Years, Job ID: 5648332 

The candidate should be very strong on 
Business Objects and DWH concepts. The 
candidates should have handled a Team of at 
least 8 members. 


Cisco Systems (India) Private 
Limited, Learning & Development 
Manager, Bangalore, 10 - 18 Years, 
Job ID: 5725123 

Will be responsible to perform needs 
assessment to determine development needs 
for managers and directors in CDO India, 
This includes soft skills, professional skills, 
management and leadership skills, business, 
and engineering process skills. 

The Tata Power Company Ltd., 
Associate Group Head, Bhuj, Kandla, 
15 - 25 Years, Job ID: 5338784 

Essential functions include:Establishing, 
implementing traffic & logistics plans, 
procedures, work processes & resources to 
ensure safe, timely & economical delivery of 
goods to meet project requirements. 


Quantum India Development Center 
Pvt Ltd, QA Manager, Hyderabad, 10 - 
16 Years, Job ID: 5723884 

Candidate should be well versed with storage 
protocols like NFS, CIFS, iSCSI and FCP. 
Required proficiency in Perl, Python or similar 
scripting language. Experience running and 
automating performance benchmarks. 


Dell, Performance Architect, 
Bangalore, 10 - 12 Years, Job ID: 
5722671 

Responsible to provide leadership relating to 
Oracle databases, data and data modeling to IT 
teams and business representatives in all 
phases of software development. Work 
proactively with development teams. 
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XIUS, Project Manager, Bangalore, 
Hyderabad, 8 - 12 Years, Job ID: 
5721865 

Responsible for requirement analysis, 
architecture & design, development, support, 
maintenance and implementation of a 
complex Telecom Network rollout projects 
through a team, often utilising team leads. 
McDonald's India, GM, Delhi, 13 - 19 
Years, Job ID: 4945250 

Aspirant will be involved in strategic planning, 
leading quality control & supervision of Civil 
works pertaining to plumbing, electrical, LPG, 
Installation of Kitchen equip. LT panels etc., 
Designing Kitchens & In-house Interior 
design. 

Oracle, Practice Director, Bangalore, 14 
- 24 Years, Job ID: 5720552 

He or she will help drive pre-sales activities 
relating to winning business for North 
America Consulting to be delivered from an 
offshore delivery process. He/she will oversee 
the management of multiple offshore delivery 
projects. 

ONI Enterprises, Chief Operating 
Officer (COO)-SEZ, Hydrocarbon/ Oil 
& Gas/Alternative Energy, 
Gandhinagar, 15 - 25 Years, Job ID: 
3590311 

Reporting to MD or Chairman, Hard 
core knowledge of Hydrocarbons, Oil & Gas, 
Alternative Energy, Oil Exploration Service 
Operations. Has ideally already headed SEZ 
Operations in the past. 

Aamby Valley City, Sr. Architect, 
Mumbai, Pune, 8 - 12 Years, Job ID: 
5720359 

Incumbent will be responsible for: 
Preparation of project brief as pet 
Management inputs. Evaluation of 
consultants for the respective projects. Assis! 
award of contract to the respective consultant 
by contracts dept. 


Merlin Projects Ltd, Sr.Civil 
Engineer, Kolkata, 15 - 20 Years, Job 
ID: 5719507 

The person should be technically sound in the 
same field with practical experience ir 
planning, project monitoring & quality 
control, Exposure on high-rise commercia 
complex building shall be preferred. 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


CedarCrestone Software India Pvt Ltd, 
PeopleSoft Administrator Upgrade 
Specialist, Hyderabad, 3 - 9 Years, Job 
ID: 4941312 

Applicant should have min 4 years of 
PeopleSoft Administration experience. He 
should have successfully completed at least 
one major upgrade of PeopleSoft from 
version 8.x / 9.x. 


HCL Technologies, Developers, 
Chennai, NCR, 2 - 4 Years, Job ID: 
5684584 

Candidate should possess 2 to 4 years real time 
working experience on Synon. 


\ Vanguard HR Associates, Cognos 
Project Lead / Team Lead, Delhi, 6 - 12 
Years, Job ID: 5562378 

Should be capable of Project Management, 
people management with 4 to 9 of years exp. 
Cognos Planning, Overall system architecture 
and designing, Develop standards and 
processes, poject delivery, etc. 


IP Soft India Pvt Ltd, Senior Unix 
Administrators, Bangalore, 4 - 14 Years, 
Job ID: 5224672 

Will have 4-8 years of experience in managing 
enterprise class production critical 
Linux/Unix server and storage environments. 
Should have excellent communication and 
interpersonal skills. 


SDG Software India Pvt Ltd, Perl 
Developer / Programmer, Delhi, 
«Noida, 1-3 Years, Job ID: 5639284 
Applicant should have strong knowledge on 
Perl programming/ Shell script, 
UNIX/LINUX. Exposure/knowledge on 
Support project. Willing to work in shifts. 
Communication skills should be good. 


Algorithms, Team Leader (MS 
Technologies - C#, ASP.Net), Mumbai, 
4-7 Years, Job ID:3788448 

You shall be responsible for Object Oriented 
Designing (OOD) using N-Tier Architecture 
on Microsoft Technologies. Module analysis, 
system design/class designing/schema 
diagram/ development, code review and unit 
testing, 
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Altech Star Solutions Pvt Ltd, Cognos 
Sr.Developer/ Developers, Chennai, 1 
- 6 Years, Job ID: 5726191 

Looking for a Cognos Sr.Developer/ 
Developers with 1 to 5 years exp and should 
have worked on Cognos ReportNet, Database 
Design, OLAP understanding, Cognos report 
design, development and deploying skills. 
FCG Software Service (India) Pvt Ltd, 
Data warehousing - Technical 
Architect, Bangalore, 8 - 10 Years, Job 
ID: 5680774 

Data Architect will typically be responsible for 
data modeling and back-end data architecture, 
to define standards & guidelines and ensure 
data quality. Expertise in multi technology 
disciplines Teradata, Service Oriented 
Architecture (SOA), etc. 


ACS, Inc., J2ee & EAI, Bangalore, 
Chennai, 8 - 10 Years, Job ID: 5726740 
This position is responsible for Enterprise 
Application Integration (EAI) and Custom 
Applications Development for an ITIL 
Service Management solution. This includes 
working with business analysts and 
application developers to design and 
implement integration solutions. 

Cognizant Technology Solutions Pvt 
Ltd, Project Lead, Hyderabad, 
Chennai, 7-12 Years, Job ID: 5726732 
Applicant should have hands on experience 
on core java ( Fundamentals, Threads, JDBC, 
RMI, Exception, Collection Frame work & 
I/O). Good knowledge on JSP/Servlets & 
Exposure to any one MVCZ frame work like 
Struts, Casper. 

Temenos India Pvt Ltd, Unix 
Administrator - AIX, Chennai, 2 - 3 
Years, Job ID: 5726676 

Aspirant should have Hardware knowledge on 
IBM pSeries Servers.Installation of OS ( 
including installations through NIM). 
Troubleshooting skills on AIX 5.x and 
handling L2 technical incidents, TCP IP and 
NFS administration. 

Technosoft Information 
Technologies (India) Ltd, Quality 
Assurance Executive, Mumbai, Pune, 
2-10 Years, Job ID: 5726674 

The candidate should have minimum 2 to 3 
years of experience on Rebar as a Checker. 
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KLA-Tencor Software (India) Pyt Ltd, 
SR Software Engineer, Chennai, 4 - 6 
Years, Job ID: 5594615 

Responsible for design / development of high 
level components in machine-control and 
calibration software. 
acquire in-depth domain knowledge 
multiple hardware subsystems 

Supreme NetSoft Pvt Ltd, VB 
Developers, Hyderabad, 3 - 4 Years, 


He/she will need to 


Job ID: 5726564 
Incumbent should be proficient and hav 
relevant working experience in following 


technologies VB, SOL Server, SPNet 


Applabs, Test Developer , Hyderabad 
, 3-6 Years, Job ID: 5726490 

Candidate will be Designing the automation 
framework basing on the QA/Test 
Automation of. test 
automation failures to identifs pri »duct 1$5ucs 
and fixing automation Run 
automated / manual tests 


plan 
cases, Traging the 


ssucs., 


Symphony Services, Business Analyst 
, Bangalore, 3 - 6 Years, Job ID: 
5726200 

Candidate will be 
implementat: T 
Calypso/Murex/Openlink. Be a part of the 


supp TIIng t B 


development and implementation team and 
interact with clients to understand 
requirements and prepare requirement 
specifications. 


Vanguard HR Associates, 
Infrastructure - Solutions Architect / 
Project Manager, Delhi, 10 - 16 Years, 
Job ID: 5616262 

Work in the team to prepare infrastructure 
designs for various service: 
BPO, Testing, Remote support and offshore 
devlopment) and work closely 
solutioning team while proposing solutions to 
clients. 

Indage Software & Services Pvt Ltd, 
Java Tech Lead, Bangalore, 6 - 8 Years, 
Job ID: 5725562 
He/She should b« 
programming with emphasis on 
oriented development 
application development in JZEE technology 
is required. Experience on application servers, 
deployment, and trouble shooting 
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Sales and Marketing Jobs 


Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


India Capital Markets Pvt Ltd, 
Marketing Manager, Coimbatore, 
Jaipur, 1-2 Years, Job ID: 5726289 

To acquire new clients for relationships and 
achieve volume growth and income targets, 
also to mine the existing high end customer 
base to identify relationships that may be 
m to leading to enhanced share of 


pum Data Devices Pvt Ltd, Business 
Development Mgr, Gurgaon, 4 - 9 
Years, Job ID: 5726019 
The person will be responsible for leading the 
sales promotion activities within a specified 
domain or area. The profile includes meeting, 
nurturing and developing strategic and key 
clients, 
KPIT Cummins Infosystems Ltd., 
AM Marketing, Pune,3-5 Years, Job 
1D: 5681119 
Will be responsible for research on 
opportunities, trends and competitive 
landscape in the targeted market / market 
segments.Leading a team of people to 
effectively design, run and manage E Mail and 
Telesales Campaigns and more. 
Marchesini Group India Pvt Ltd, Sr. 
Managers(Sales/ Marketing), 
Mumbai, 1 - 3 Years, Job ID: 5725128 
Should be able to independently sell 
machinery to Pharma/ Cosmetics industry 
achieving set targets reporting to H.O.D Sales 
& Marketing. Willing to travel regularly to 
target market / customers. 
Kansai Nerolac Paints Ltd, 
Executive/Officers for Industrial 
Sales, Pune, Nasik, 2 - 5 Years, Job ID: 
2991428 
The incumbent shall be responsible to achieve 
Business goals, Product mix, sales and targets 
for Pune Reigon. To increase sales volume. To 
increase market share with present account. To 
reduce overdue outstanding and stock level. 
Minilec India Pvt Ltd, Sales Engineer, 
Mumbai, 0-4 Years, Job ID: 5724350 
Required Bsc/Diploma/BE Electronic 
candidates residing at Mumbai & suburbs 
having 1 -3 yrs of experience in industrial 
product sales and interested for Mumbai 
region. 


Inter-Strat Consultants, Tech Pre- 
Sales Engineers - CAX / PLM 
Technologies, Mumbai, 0 - 2 Years, Job 
ID: 5364489 

Suitable candidates would be Graduate in 
Mechanical / Production / Automobile 
Engineering. Industry experience of 6-18 
months, in Design / Engineering / Production 
/ Sales / Marketing. Eager to learn about the 
industry. 


Kou-Chan Knowledge Convergence 
(P) Ltd, Corporate Sales Executive, 
Bangalore, 0 - 3 Years, Job ID: 5647290 
The Corporate Sales Team is supposed to 
meet the managers of software companies 
and do sales for broadband connections 
(WIMAX) latest technology. Communication 
skill w:th convincing capacity and desire to 
meet different people. 


India Online Netcom Ltd, Sales 
Manager, Pune, 2 - 5 Years, Job ID: 
5723609 

Aspirant will be responsible for Interacting 
with the team to achieve the targets, 
Interacting with team to generate Leads & 
Appointments, Proposals sending and 
tracking the respective Clients, Generating 
new Leads, etc. 


Mahavir Enterprises India Pvt Ltd, Sr. 
Area Sales Manager, Vijayawada, 5 - 6 
Years, Job ID: 5722719 | 

Applicant should have Sales experience, 
preferably in dealer & channel management. 


Mythic Furniture Private Limited, 
Sales Executive, Mumbai, 0 - 5 Years, 
Job ID: 5721779 

Essential functions include: Identify potential 
customers for our products. Get sales 
enquiries and submit the necessary quotations. 
Do the necessary follow up to close the deal 
and get payment on time. 


C S Network, Marketing Executive, 
Bangalore, 3 - 10 Years, Job ID: 5721113 
Responsible for finding opportunities in the 
markcting of consumer products, consumer 
services, in product skills and understanding 
in marketing rescarch, sales forecasting, and 
promotional planning. 


Execz Solutions Private Limited, 
Business Development Executive, 
Delhi, 0 - 2 Years, Job ID: 5721044 

The applicant will have to contact companies 
and establish the initial contact with the HR 
person. He will have to arrange a meeting with 
the HR person to pitch in Training and 
Development or placement services for our 
company. 


Temple Packaging Pvt Ltd, Sales 
Executive, Mumbai, 1 - 3 Years, Job 
ID: 5720877 

The candidates should be 
graduate /postgraduate with min selling exp 
of at least 3 years in Printing/ Packaging 
industry. Should have good communication 
skill, dynamic, ambitious and go-getter. 
Intermark Corporation, Sales 
Executive, Bangalore, 2 - 6 Years, Job 
ID: 5420752 

The candidate should be self motivated and 
have initiative for business development and 
selling on-line products to IT industry, BPO, 
ITeS and corporates. Experience of 1 to 3 yrs 
in sales preferably of selling on-line services. 


McGraw-Hill, Sales Executive, 
Nagpur, 0-2 Years, Job ID: 5424859 
Essential accountability: Perform functions of 
Sales Representative, Perform special projects 
as assigned, Assist in acquiring new products, 
Assist in acquiring market research 
information, Perform special projects as 
directed, etc. 


Gurukul Online Learning Solutions, 
Business Development Manager, 


Mumbai, Pune, 3 - 6 Years, Job ID" 


5662382 

The incumbent would be responsible for the 
business development and sales for Pune 
location. This would involve meeting various 
educational institutions, colleges, etc 


Rustagi Surgical Pvt Ltd, Sales 
Executive Medical Disposables and 
Equipment, Chennai, 1 - 3 Years, Job 
ID: 5717933 

Applications are sought from young, dynamic, 
result oriented persons for posts of Sales 
Executives at Chennai to promote sales of 
world leading brands of Medical Disposables 
and Medical Equipment. 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Sodexho Pass Services (India) Pvt Ltd, 
Finance Manager- CA, Mumbai, 1 - 2 
Years, Job ID: 5726393 

Will be responsible for General Accounting, 
Analysis of accounts, Analysis of 
balancesheet, Reporting process. Should have 
knowledge of Power point, Word, Excel, 
Good communication skills. Minimum 1 year 
of experience. 


Fortune Gourmet Specialties Pvt Ltd, 
Accounts Assistant, Mumbai, 1 - 3 Years, 
Job ID: 5726259 

Responsibilitites include :Checking of 
Invoices & releasing for payment, Linking of 
Inward challans, booking Import & local 
purchase & additional import expenses, 
Preparing Daily Sales Report, Purchase Bills 
Entry in Tally 9, etc. 


K Jayantilal Securities Pvt Ltd, Finance 
Assistant, Mumbai, 0 - 3 Years, Job ID: 
5725831 

Candidate Profile: Motivated and willing to 
take up responsibility and challenge in a fast 
paced environment which requires long work 
hours. Well versed with MS - Excel, MS - 
Word, Internet Search. 


KPIT Cummins Infosystems Ltd., 
Accountant, Pune, 1-6 Years, Job ID: 
5648707 

Person will do data entry of all the invoices in 
SAP for KPIT Cummins. Working knowledge 
of SAP essential. Knowldge of Accountancy 
is essential. Required skill sets -MS Office, MS 
Excel/95/98/2000, Data entry, Accountancy, 
etc. 


"Avaya India Pvt Ltd, UK Billing 
Associate, Mumbai, Pune, 1 - 5 Years, 
Job ID: 5549720 

Responsible for assisting in the day-to-day 
maintenance of a complete and accurate 
general ledger and in preparing basic financial 


reports. 
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CBT Infotech Pvt Ltd, Manager - 
St.Manager Accounts, Mumbai, 5 - 9 
Years, Job ID: 5721977 


Applicant will be responsible to scrutinize the 
Ledger accounts on periodic basis for accurate 
and timely closing of Accounts. To prepare 
Cash Flow and other financial statements on 
periodic basis. 


ACS, Inc., Financials Consultant, 
Bangalore, 5 - 6 Years, Job ID: 5284041 
The Financials Consultant is responsible for 
using their experience and knowledge 
implementing ERP solutions into client 
environments for the purpose of optimizing 
the clients' Financial resources. 


Asahi India Glass Ltd, Account 
Services Executive, Chennai, 5 - 6 
Years, Job ID: 5635070 

Aspirant should be graduate and/or post 
graduate in Accounts/Commerce. Should 
have 5+ years of experience in Accounts. 
Should have experience in Bills Payable. 
Should have experience in MS Office. 


Lauren Information Technologies Pvt 
Ltd, Accounts / Finance Manager, 
Mumbai, 3-5 Years, Job ID: 5720332 
Incumbent should be a Graduate or a C A. 
Experience in finalising Accounts, Internal 
Audit, MIS report, Fund Flow, Cash flow 
analysis, experience of 3+ years. Should have 
experience in Trading Organisation. 


Wings Pharmaceuticals Pvt Ltd, Sr. 
Accounts officer, Himachal Pardesh, 
10 - 12 Years, Job ID: 5719663 

Incumbent should be B.com /M.com in the 
age group of 30+years having minimum 10+ 
years of working experience as 
Accountant/Sr. Accountant in manufacturing 
company. Knowledge of tally or any other 
Accounting software is must. 


Employers 





McGraw-Hill, Assistant Manager - 
Credit Control, Noida, 5-7 Year Job 
ID: 5425116 

Candidate should have min education 
qualification: bachelor degree in commerce / 
finance and accounting. 5-7 years of 
experience in handling in account receivable 
mgmt, credit control and collections, ete. 


Optimos (India) Pvt Ltd, Executive - 
Accounts, Pune, 4 - 7 Years, Job ID: 
4067447 

Candidate should have knowledge in: 
Financial Accounting including Finalization 
and Statutory Audit. Financial MIS Reporting. 
Income Tax, TDS, FBT and Tax 
Audit.Debtors, Creditors & Bank 
Reconciliation. 


Secure Meters Ltd, Commercial 
Associate - Accounts, Udaipur, 3 - 5 
Years, Job ID: 5719212 

Responsible for Daily accounting activities, 
Day-to-day excise matters, Sales tax and VAT 
matters. Candidate's Profile:Basic knowledge 
of exicise and sales tax etc. Familiarity with the 
computerized enviornment is essential 


M.N Dastur & Company Pvt Led, 
Finance Manager, Kolkata, 5 - 7 Years, 
Job ID: 5716222 

Maintain and update all the books of accounts 
(GL, AP, AR petty cash etc) Monitor and 
maintain cash flow statements, maintaing 
project wise P&L and overall P&L Transact 
and maintain all the transfer prices. 


JSW Steel Ltd, Dy. Mgr/Mgr - Forex, 
Mumbai, 3-5 Years, Job ID: 5334074 
The incumbent will be responsible for 
handling forex operations, preparation of 
daily MIS, Forex cash flow ete. Should have 
knowledge of Forex transactions. Exposure 
to IFRS/US GAAP preferred 
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On Chennai’s automotive corridor 


T COULD WELL BE THE MOST 
sought-after stretch of land in 
India. Five global car majors, 

. two commercial vehicle com- 
panies, one tractor manufacturer, 
three earth moving equipment 
companies, a tyre major and over 
100 auto parts producers have ei- 
ther made it their home or will do 
so soon. The 45-km-long corri- 
dor—from Tiruvallur, 44 km 
north-west of Chennai, to 
Maraimalainagar, 35 km south of 
the city—will, by 2012, see pro- 
duction of 1.28 million cars, 
350,000 commercial vehicles and 
an unspecified number of tractors 
and earth moving equipment every 
year. Biggies like BMW, Ford, 
Hyundai, Renault-Nissan, 
Mitsubishi, Apollo Tyres, Caparo 
Group, Komatsu and Caterpillar 
all have a presence here. Little won- 
der then, the place has earned the 


BUSINESS TODAY JULY 27 200 


An auto hub in the making: Land being 


India’s Detroit 


— A 45-km-long corridor near Chennai is on its 
Š= way to becoming one of the largest automobile 
^ centres in the world. N. MADHAVAN checks it out. 


sobriquet—Detroit of India. 

[t is said that the pace of de- 
velopment along this stretch is so 
rapid that a completely distinct and 
altered landscape awaits you every 
time you drive through the corri- 
dor—even when your visits are 
within a gap of a few weeks. 


levelled at the Renault-Nissan project site 








We (photographer G. Keshav 
Raj and I) decided to check out the 
transformation first hand and chose 
the Oragadam stretch for two rea- 


sons. First, it is the “epicentre” of 
this corridor and secondly, it is here 
that most of the recent investments 
aggregating Rs 20,000 crore have 
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bt reporter's diary 


ended up. The Renault-Nissan 
combine broke ground for their 
Rs 4,500-crore small car project 
spread over 640 acres a couple of 
weeks ago. UK-based Caparo 
Industries is investing Rs 300 crore 
in a car assembling unit; it will 
also manufacture some auto com- 
ponents here. Japanese earth mov- 
ing equipment major, the $22-bil- 
lion Komatsu, has already com- 
menced production at its facility 
here. That apart, a lot of non-auto 
investment has come up here with 
companies like Moser Baer and 
Nokia-Siemens jumping onto 


the bandwagon. 

We leave Chennai a bit early to 
escape the morning traffic and reach 
Oragadam, 40-odd km away, in an 
hour’s time. An innovative direc- 
tion mast greets us as we reach the 
“coot road”—a chaste Tamil trans- 
lation of a four-road intersection. 
The board, apart from showing the 
nearest towns, is a clear pointer of 
the commercial activity in this once 
sleepy, 100-plus-year-old village. 
Go west and you have Renault- 
Nissan; north, it’s Caparo and 
Komatsu. There is an IT SEZ in the 
east and NATRIP (National 
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Early entrant: Hyundai was one of the ea 


Automobile Testing and R&D 
Infrastructure Project) in the south. 
We decide to head to the west 
and come across a beehive of activ- 
ity. Ready mix concrete trucks criss- 
cross the road. Land levelling is on 
at the Renault-Nissan site in full 
swing and the dust kicked up by 
the civil works hangs in the air. 
The people of the village, 
though amused by the sudden and 
feverish activity around them, have 
their share of concerns. One such 
worry is: will these investments ac- 
centuate their water problem? For 
starters though, the sharp increase 
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rly companies to invest in the region 


in land prices, from Rs 8 lakh per 
acre four years ago to over Rs 50 
lakh now, has made some 
landowners rich very fast. We also 
meet K. Sridhar, a local boy who 
has completed an Industrial 
Training Institute certification 
course. He has been unemployed 
for the past one year. Sridhar hopes 
these developments will ultimately 
land him a job. 

As we drive north towards the 
temple town of Sriperumbudur, the 
large-scale transformation of 
parched, dry land into huge factories 
hits us. Hyundai, which set up its 


base here in mid-90s, has, since, more 
than doubled its capacity. Huge trucks 
wait outside the factory to cart the 
new cars across the country and so do 
the buses that ferry the staff from all 
over Chennai. Similar scenes greet 
us at Saint-Gobain's world glass com- 
plex and Nokia’s SEZ. 

Incidentally, Hyundai and Ford 
were the first global car makers to 
zero in on Chennai. The Korean 
company chose Sriperumbudur as 
its site while Ford opted for 
Maraimalainagar at the other end. 
The drive through the stretch reveals 
that the area connecting these two 
facilities is abuzz with auto proj- 
ects and will, in due course, emerge 
as one mammoth automobile dis- 
trict. “Our view is that the auto- 
mobile corridor near Chennai has 
the potential to become one of the 
top 10 automobile centres in the 
world," says M. Velmurugan, 
Director, Guidance Bureau, the sin- 
gle window facilitation office at- 
tached to the Industries Department, 
Government of Tamil Nadu. 

While BMW has started work on 
its plant at the Mahindra World 
City not too far from Ford India, the 
Ashok Leyland-Nissan JV project, 
to manufacture light commercial 
vehicles and engines, is also slated to 
be a part of this corridor. “We are 
currently talking to over 20 in- 
vestors, both in the auto and non- 
auto sectors, who are eager to invest 
in the corridor,” says Velmurugan, 
without divulging any names. 

The prime reason why the auto 
sector is in top gear in the region is 
the readily available and skilled 
workforce. The other big attraction 
is, of course, the strong auto com- 
ponent base in and around Chennai. 

On our return journey to 
Chennai, we sight a few tracts of 
vacant land on both sides of the 
road. Their days are probably num- 
bered. Foreign and Indian compa- 
nies may soon find it easy and 
cheaper to get land in Detroit, US, 
than here. 8i 


| 





bt bookend 


Fast Manager 


Two Bain consultants on what managers need to 
know to produce results quickly. R. SRIDHARAN 


THE BREAKTHROUGH NE OF THE THINGS THAT THE GLOBAL 
market place has done is to crunch cycle 
Mark Gottfredson & 


times. Products go obsolete faster than 
Steve Schaubert before, competitors learn faster than they ever 
Collins did before, and boom and bust cycles occur faster 
Pages: 367 but with far greater intensity than before. This dra- 
Price: Rs 495 matic change in the operating environment has 
profound implications for managers: they don't 
have the luxury of time to produce results. 
Excessive focus on quarterly results means that their 
performance is appraised with greater frequency, 
and the punishment for failure is swift and severe. 

The fact, however, is that, as much as the 
unfortunate managers, their employers can ill 
afford to fail. While booting out unsuccessful 
managers is an option, it's a poor one. Apart 
from money and energy, the time spent on a 
project is lost forever. So, what are the managers 
| ร ราะ ร ร to do? Equip themselves with the knowledge 
| they need to achieve results in a competitive and 
dynamic market place. 

The Breakthrough Imperative is all about how managers can go about 
doing just that. Deriving a lot from the works of other management writ- 
ers, including Bain's star consultant Chris Zook of Profit from the Core fame, 
the book proposes that there are two fundamental reasons why great 
managers are more successful. One reason is that they have a deep and clear 
understanding of the fundamental laws of business, and the other is that, 
once having identified what they need to do to achieve the desired results, 
they follow a clear path to success. 

This discovery—that there are two keys to success—is based on the 
authors’ analysis of 202 highly profitable companies and the 413 CEOs that 
led them over a 10-year period ending 2005, besides interviews with 40 
leaders from industry and nonprofit sector. From that, Gottfredson, a part- 
ner in Bain's Dallas office, and Schaubert, a partner in the firm's Boston of- 
fice, derive four laws that they say are *fundamental knowledge necessary 
to guide a successful manager's initial diagnosis and path to success". 

What are these four laws? One states that "costs and prices always 
decline"; another says that “competitive position determines your options"; 
the third says "customers and profit pools (that is, in an industry, which part 
of the value chain makes the most money) don't stand still"; and the final 
law notes that "simplicity gets results". These might sound like Business 101, 
but the fact is not enough managers a) know of them or b) keep them in 
mind when they strategise. The book also offers a do-it-yourself diagnos- 
tic for managers to develop their *point of departure". 

A common problem with most writing on management is that it tends 
to generalise things. But Gottfredson and Schaubert manage to avoid 
that trap to a great extent. As a result, the book is a great handbook for 
managers trying to chart a winning course in these turbulent times. 
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Pages: 224 
Price: $14.95 (Rs 643) 


AHATMA GANDHI HAD ONCE 

said: "Be the change you 
want to see in the world." 
Rocking the Boat, How to 
Effect Change Without Making 
Trouble by Debra E. Meyerson 
tells you how you can bring 
about small, incremental 
changes in the organisation you 
work in without necessarily be- 
ing in a position of authority. 

Most large organisations 
have "organisational cultures" 
that leave little room for people 
to air their opinions or differ- 
ences. Yet, management 
gurus wax eloquent on how 
post-modem organisations have 
to allow individuals to flower. 

Meyerson's book tries to 
square these two mutually ex- 
clusive subsets by pointing out 
how ordinary people can resist 
being Swamped by the majority 
culture of their workplaces, 
without disrupting the cultural 
cohesion of the office. They can 
bring about small, incremental 
changes on a range of issues 
from gender equality to corpo- 
rate environmentalism to family- 
friendly work practices. The 
book is full of examples of peo- 
ple who have, by bringing about 
small doses of change at a time, 
succeeded in changing organi- 
sational cultures. 

Whether those (mainly US) 
examples can be transplanted to 
the Indian context is debatable, 
but the value of this extremely 
well-researched book lies in its 
power to inspire. 
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FLEETING PRINTED 
FRAGRANCE CIRCUIT 





Fleeting Fragrance 


Once touted as India’s counterpart to France’s Grasse region, Kannauj’s 
perfumery industry doesn’t smell so Sweet anymore. TE JEESH N.S. BBHL 
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A whiff of past: Attar beingeeracessed in copper urns 
0 





M PRAKASH PATHAK, MANAGING 
Director, Munnalal Sons & Co., is the 
current head of the 97-year-old 
family-owned attar (oil-based fragrance) 
manufacturing business. There are, how- 
ever, no grand celebrations planned three years down 
the line to mark the company’s centenary—tor one, 





there’s not much to celebrate, he says, and for an- 
other, it pays to remain low key in this business. This, 
from a man who’s politically well-connected—his son, 
a BJP activist, is angling for a Lok Sabha ticket from the 
district for the general elections due next year. 
Pathak, however, is not the only one feeling the 


pinch of the attar industry’s downslide. Jagat Narain Flower to fragrance: A worker empties jasmine 
Kapoor, the 87-year-old patriarch of Jagat Aroma flowers into copper urns 
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Industries, a leading attar man- 
ufacturer till a few years ago, 
has shifted completely to ex- 
ports. “The cost of raw mate- 
rials, as also lack of easy avail- 
ability, ultimately made us re- 
alise that sourcing products 
was far easier than making 
them ourselves,” says Kapoor, 
Managing Director, Jagat 
Aroma Industries. Today, 
Kapoor’s bread, butter and 
marmalade come from his ex- 
port earnings, though there’s a 
token presence of the family 
concern in manufacturing. 
The cases of Pathak and 
Kapoor typify the conundrum 
faced by attar manufacturers 
in Kannauj, who have been 
grappling with low volumes 
in a high-margin business— 
where profits were 900 per 
cent of costs compared to the 
tame 10-20 per cent these 
days. The product itself has 
undergone a radical transfor- 


mation and bleeds 15-20 per cent of its market share 
annually as the prohibitively high selling price of the fi- 
nal product makes consumers—both retail and bulk— 
shy away. Says Abdul Malik, Managing Director, 
Mohammad Ayub Mohammad Yaqub Perfumers, 
Kannauj’s largest exporter and one of the biggest 
manufacturers of attar (it produces more than four 
tonnes every month): “Most manufacturers, including 
us, have replaced the sandalwood oil base with ei- 
ther liquid paraffin or DOP (dioctyl phthalate, a chem- 
ical compound) as there is a huge difference in the in- 





sorted before processing 


Hues of scent: Henna flowers being weighed and 





Sniffing the moolah: Mohammad Ayub Perfumers' 
Malik, Kannauj's largest exporter and one of the 
biggest manufacturers of attar in the country 
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put costs 01 the rina 
product—Rs 90,000 pe: 
kg for sandalwood com 
pared to Rs 10,000 pei 
kg for liquid paraffii 
So, while earlier—about 
six years ago—the rati 
of attars based on san 
dalwood oil vis-à-vis lii 
uid paraffin/bor was 80 
to 20, today, it LO 1 
90), It's d ditte! ฯ า 1 matter 
that DOP is ล ไท ง จ ง 
cinogenic agen | Tact 
acknowledged by the 
attar makers themselves. 
but they have n 
in using it 
That, however, is not 
the only dubious busi 
ness practice followed by 
the attar mal 
Kannauj. Sandalwood 
legally availab 
through auctions and 
most of it 15 i orted 
due tO bert 'T prices 


iualms 


the overseas market. Attar manufacturers admit th 


do resort to clandestine procurement of the fai 
wood as the quality and quantity of supply thro 
ficial channels is poor. According to Kapoor, about 90 


per cent of the sandalwood used in Kann 
manufacturing industry is smuggled. 

Of the total attar output, nearly 90 pe: 
used as flavouring agents for tobacco products. The 
mainder is either exported or sold in the d 
market. It’s a dangerous dependence on one sector ani 
one that can capsize the industry should tobacc 





The elusive wood: Sandalwood logs being chipp: 
smaller pieces for crushing 





Pragati Aroma's Jain: His unit in Kannauj produces 
30 tonnes of attar annually 


of flavour—a risk acknowledged by the attar makers 
themselves. *But there's no alternative for us. Earlier, 
we pandered to the tastes of royalty. Post-Independence, 
the industry sustained itself by supplying attar to select 
industries, notably incense stick manufacturers and 
soap makers. And when they cut costs, it was the 
tobacco industry that came to our rescue," says Pushpraj 
Jain, Managing Director, Pragati Aroma Distillers, 
which produces about 30 tonnes of attar annually. 
Of the Rs 1,000-crore worth of attar produced in 
Kannauj, exports account for Rs 100 crore—mainly to 
West Asia and select countries in Europe like Spain, 
which have a sizeable Muslim population. 
It's probably this realisation that has 
prompted Jain and his company to fora 
into synthetic perfumes, with a unit in 
Silvassa. Many, in fact, are diversitying 
into completely unrelated areas—the 
most popular being cold storage as 
the region has several potato farm- 
ers. Both Jain and Pathak also have 
cold storage facilities. Interestingly, 
given the socio-economic climate of 


Seasonal Fragrances 





(on Sandalwood or base per KE) 


* Minimum sale price of attar 
+ Hina is a heterogenous mixture of herbs 
All figures in Rs/kg except where 
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Jagat Aroma's Kapoor: The 87-year-old patriarch of 
the company was once a leading attar manufacturer 


the region, attar makers are cagey about revealing 
the true extent of their business finances. They also 
heavily under-report their turnover figures for fear 
of attracting unwanted attention—and not just from the 
tax bogeyman. 


Time Warped 

Visit Kannauj and vou are transported ro an era of 
vore, till vou actually spot a BMW belonging to one of 
the attar manufacturers. It's a cottage industry that's 
hidden behind facades of houses situated on either side 
of a labvrinthine network of narrow, cemented lanes. 
Attar manufacturing is a closely-guarded family busi- 
ness, and queries about the business are re- 
garded as an intrusion into a private act, 
drawing hostile glares. Turning up its 
the perfume in- 
dustry here is distinctly uncomfort- 
able with even the slightest touch of 
modernisation—the industry still 
uses the age-old, slow, laborious 





nose al technology 


and labour-intensive process where 
the sandalwood oil extraction itself 
takes a week. The process of making at- 
tar is still the same as followed centuries 
ago—degh bbapka. (See It's All in a Day's 
Work). The flower-water mixture is heated on brick 
ovens using wood charcoal. “We did experiment 
with industrial burners but they not only turned out 
to be more expensive due to the cost of the gas 
cvlinders but their flame often burnt the contents 
inside. This wav, we can control the amount of heat 
required by each urn," informs Pathak. 
Standardisation and quality control are another iffy 
area and the nonchalance about the lack of either is 
borne out from the knowledge that theirs is a 
monopolistic cottage industry. Refusing to intro- 
duce any standardisation procedures, Jain of Pragati 


It's All in a 
Day's Work 


ERE'S A PEEK INTO THE JOURNEY FROM 


flower to fragrance. A flurry of Flowers and water are sealed in copper urns (degh) 


activity surrounds a degh-bhapka (fra- 
grance manufacturing process) unit 
around mid-day when the fresh supply 
of flowers comes in jute sacks, each of 
which is carefully weighed and checked 
for the quality of their contents. 

Each sack of flowers, which could 
weigh between 60 kg and 70 kg, is 
emptied into a copper urn (degh) that 
contains roughly an equal quantity of 
water. Once the um is full, its mouth is 
plastered with clay over which the lid 
is clamped to make it airtight—ex- 
cept for a one-and-a-half inch diame- 
ter hole in the lid through which a 
hollow bamboo pipe, wrapped in co- 
conut coir, is inserted to collect the 
vapours and transfer them to another 
copper urn (the bhapka). This bhapka 
contains sandalwood oil, liquid paraf- 
fin or DOP and is kept immersed in a 
shallow water tank to help condense 
the vapours. Each bhapka has a small 
outlet with a screw-on cap at the bot- 
tom from where the condensed water 
vapours are run off. The coconut coir 
absorbs the heat from the bamboo 
pipe, preventing it from becoming too 


Aroma Distillers says the industry depends on smell 
alone and even within the same variety of flower, 
there will be a difference in the aroma due to varying 
climatic and geographical conditions. *Why should 1 
get hassled about quality control when nobody is 
even asking for it?" asks a smug Jain, knowing that the 
bulk consumer—the tobacco makers—will lap up 
anything he dishes out since their own quality is 
also suspect. That explains why, apart from Malik, 
none of the major attar manufacturers BT spoke to, is 
seeking to expand his spread to overseas markets. 
The end product may be lusciously fragrant but 
there's nothing sweet-smelling about the manufac- 
turing process, as a multitude of fumes and smells as- 
sail your eyes and senses. Workers get paid on an av- 
erage Rs 2,500 per month—not compensation enough 
for wading through watery-slush, lugging 60 kg sacks 
on their backs and being exposed to a heteroge- 
neous mixture of steam and fumes from the wood- 











hot from the vapours. 

Now comes the most im- 
portant part of the process. 
The flower-water mixture is 
heated by igniting the wood 
charcoal fuel. Attendants keep 

a hawk-eye vigil to ensure that 
the heat is neither too high 
nor too low—by taking out or 
adding logs of wood as re- 
quired. The distillation process 
takes about five to six hours— 

the time taken to extract the 

- last whiff of fragrance from the 

. flowers. This fragrance is cap- 

ม tured by the base oil—whether 

. sandalwood, paraffin or DOP— 

which takes on the smell of 
the particular flower. 

The best quality flowers 
are available in the pre-mon- 
soon season. The reason: the 
water content of these flowers 
is 6 to 7 per cent while post- 
monsoon, it is around 30-40 

- per cent. This results in a more 
concentrated fragrance. It re- 
quires a minimum of 80-100 
kg of flowers per kg of sandal- 

J. wood oil for a kg of attar 

- (which, unlike synthetic per- 
fumes, is not sold in litres). 
Each manufacturer sells at a 


Sandalwood oil is skimmed off the top of a condenser unit minimum 10 per cent margin. 


charcoal throughout the day. “While the process 
may be open to some modification for modernisation. 
the degh-bhapka system has its advantages—it is mo 
bile and requires a low intelligence quotient to operat 
it,” observes Kapoor. 

Intriguingly, most manufacturers don't see am 
compelling reason to brand their attars—selling 
them by their generic floral content. Their con 
tention: since both the product and manufacturing 
process is the same, what point will branding serve? 
Besides, the high-value sandalwood oil-based attars 
are made largely on demand, which precludes the 
need for any branding for these home-grown entre 
preneurs, who steadfastly follow age-old accounting 
practices. For these attar manufacturers, it’s a system 


that they are comfortable with, as it has worked 
for them through generations—and they don’t appear 
to be in any unseemly rush to fix something that, ax 


cording to them, isn't broke. a 


bt printed circuit 


Great Speakers for Your Laptop 


The Bose Computer MusicMonitor delivers great sound, compactness 
and ease of operation, but it is a tad expensive. 


ISTENING TO MUSIC ON YOUR 
laptop or PC can be a drag if 
you're connecting crappy 
speakers to your machine. Most 
cheap to reasonably-priced add-on 
speakers tend to be crappy—either 
laden with tinny-ness or phony 
sounding bass, or, on occasion, both. 


The only recourse that is often left is 
to listen to your music via good 
earphones but that is not always 
possible or socially desirable. Of 





course, you can invest in a three-way 
(two speakers and a sub-woofer) 
system but I find that cumbersome, 
particularly, if you sometimes want 
to cart your laptop and music along 
with you. Bose's Computer Music- 
Monitor changes all that. The com- 
pact two-speaker system delivers 
everything—great sound, compact- 
ness and ease of operation. 
Hooking up the two-speaker 
system (the right speaker houses 
the amp) is easy and the card re- 
mote controller that comes with it 
is convenient. The sound is clear 
and crisp with satisfactory bass and 
nary a tinny sound. At very high 
volumes, the sound does tend to 
get a bit unsharp and gamers may 
not like the overall neutrality of 
the aural experience but these are 
undoubtedly great speakers. Try 
them and you'll certainly want to 
buy them. Till you see the price 
tag: Rs 21,263 for the pair. Yes, 
but they're Bose, remember? 
SN 


LG's New Phone is Good, But... 


Slick, yes; innovative, yes; but LG still needs to fix a few glitches. 


G HAS BEEN MAKING SOME 
really nice mobile devices of 
late. Its KF510 is another in- 
novation and features a touch- 
sensitive LED touchpad below the 
screen. The device is very slick, 
and has some nice design touches, 
not least of which is its slim 
design and the ridge that separates 
the screen from the touchpad. 
The touchpad itself is innova- 
tive, but the only problem is that it 
takes a while to get used to the 
way the device functions, and the 
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touchpad is usually best 
used along with the 
numeric keypad. 

What we did not like 
about the device was the 
computer software re- 
quired to sync it with 
your Address Book, 
which did not seem to 
function well at all. 
And trying to transfer 
an entire address book 
over Bluetooth is a 
logistics nightmare. 


Then, there is the 
problera of LG’s non- 
standard connectors. 
There’s a reason other 
manufacturers are moving 
to micro-USB ports and stan- 
dard headphone jacks—ease 
of use. But with a bit of work 
on connectors and a lot of it 
on the PC-interface, LG could 
give the top players a run for 
their money. The phone costs a 
shade over Rs 12,000. 
KUSHAN MITRA 


bt treadmill 


Machines vs. Free Weights ALL ABOUT TECH 
ADDICTION 


brainer. Or, at least that's what I always thought. Dumb-bells and 

barbells, the two main constituents of free weights, are believed to 
help maintain proper form during workouts. Dumb-bells, particularly, 
because you typically hold one in each hand, force you to maintain balance 
and symmetry. Also, for men there is a macho angle to it. Grabbing a 
barbell and belting out biceps curls can seem manlier than, say, sitting at a 
wimpish biceps curling machine. 

But are machines really just a wimpish alternative to free weights? In fact, 
machines could be the smarter alternative. Let's break down the movement 
during a biceps curl with a barbell. When you curl a barbell loaded with 
weights, you first raise it from across your upper thighs to your waist. That 
is a very easy movement as it doesn't involve directly countering the force 
of gravity and your arm moves in an arc. But as the barbell reaches the 
vertical plane (moving from the waist level upwards), it encounters the force 
of gravity pulling it down and the resistance is the strongest here. Most 

people find this middle part of the entire biceps curl movement the tough- 
est to do. What's happening here is that during the 
exercise, the targeted muscles (in this case, the biceps) 
do not encounter uniform resistance through the entire 
span of the movement. 

In machines, like the Nautilus or the Hammer 
Strength range of equipment, this is overcome by the 
use of cams or wheels over which belts pass and by the 
angling of the machines' levers and hinges. Try 
the same barbell curl on a Hammer machine and 
you'll encounter a uniform resistance through- 
out the movement. Not only that, machines also 
isolate your muscles so that they get the full ben- 
efit of the exercise. 

The Hammer Strength lat pulldown machine 
(see pic.), therefore, isolates your latissimus 
dorsi muscles (that flare to either side of your 
back), while keeping your form correct. Hammer - 
Strength machines also allow you to load weight plates on to the 
machine—thereby erasing any wimpish stigma that you may have hitherto 
attached to machines. The movement is isolateral in nature, thus ensuring 
equal symmetrical development of muscles on both sides and the machine 
even has the option of being used by one arm at a time—e.g., to first 
exercise one side and then switch to the other side. 

Another great advantage of machines is that you don't need a spotter be- 
cause the chances of dropping a weight or injuring yourself is minimised. 

So, what should it be? Free weights or machines? The best answer: a com- 
bination. For exercises where the movement is in a vertical line—like bench 
presses, squats and deadlifts—free weights still rule. But if you want to do ex- 
ercises where the movement is not in a vertical straight line and has arcs, for 
example—like leg extensions, pullovers and flyes—machines are better. 
MUSCLES MANI 


N | ACHINES VERSUS FREE WEIGHTS? FREE WEIGHTS, ANY DAY. IT'S A NO- 






















write to musclesmani@intoday.com and read the Treadmill blog 

at www.businesstoday.in 
Caveat: The physical exercises described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 
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Logging Back on 


A LITTLE MORE THAN TWO YEARS AFTER HE MOVED TO 
Microsoft's headquarters in Redmond, us, and 
then to private equity firm Actis in London, RAJIV 
KAUL, 39, is back in India in a new avatar. He 
has tied up with a couple of large private equity 
players to scout for investment opportunities in 
[ndia, except that Kaul, who was Microsoft India's 
Managing Director until March 2005, isn't playing 
native scout. In an interesting and untested model, 
he expects to be the owner (well, after a fashion at 
least) of the companies he invests in. He isn't 
telling yet who his PE partners are or how exactly 
the partnership will work, but expect him to play 
in areas he’s familiar with, which is rr. “For ex- 
ample,” says Kaul, “there are quite a few Tier-I IT 
companies that haven’t realised their potential 
because they don’t have the required manage- 
ment bandwidth.” Kaul has no IT services experi- 
ence, but he's got the smarts. 
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The Conscience Keeper 


RETIRING AFTER 35 EVENTFUL YEARS WAS A TOUGH 
call for BALA V. BALACHANDRAN, the first full-time 
Indian professor at the J.L. Kellogg Graduate School 
of Management at the Northwestern University. 
But the venerable professor says, “I had a conflict of 
commitment with Kellogg. And though nobody 
questioned me, I had to reconcile my conscience with 
myself.” The ‘conflict’ was the fact that he had 
spent more time on his latest project—Great Lakes 
Institute of Management, Chennai—than the stip- 
ulated three months-a-year allowed for consultancy. 
Balachandran, 71, will now be a part-time professor 
at Kellogg and also spend more time on his pet 
projects. He sure has quite a few babies to handhold. 
“I have four grandchildren; the oldest is under 
three while the youngest is just seven days. I want to 
spend time with them,” says the doting grandfather. 
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Cementing a Comeback 


ANIL SINGHVI IS BACK TO 
best. Singhvi, former Managing Director of Ambuia 
Anil 


DOING, WHA HI C) 


Cements, has come on board Reliance: 
Dhirubhai Ambani Group to play anot 





Her stint imn 
cement. Singhvi, 48, will be Vice Chairman of 
both Reliance Natural Resources and Reliance 
Cementation, and will put into action setting up of 
cement plants for the group. For now, the cement 





industry veteran has his task cut out for him 
Singhvi will urgently need to resolve the gas su 

ply impasse with Reliance Industries over pri 
ing issues. Asked about his new role, all Singhvi had 
to say was that his was “a full-time job". Hence. he 
has quit his financial advisory role for iCan 
Investment Advisors. Industry competitors, espe 
cially Holcim, will surely keep a close eve on his 
strategy as Singhvi goes about dealing with the dyn 
amics of an industry that is witnessing a slow 


but sure, dominance of multinationals 
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holders—lenders, suppliers and employees—in a deep fix 
C. MUTHIAH, Chairman of the SPIC group, has remained almost invisible. But mid June, Muthiah, 65 
laced with a sudden urge to revive an organisation—not SPIC bu 
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Having passed on the mantle to his son. a. 
fesur 


, Tamil Nadu Cricket Association (TNCA 


whose functioning, he said, under current six-term President N Srinivasan. Vice Ci airman and MD of 
india Cements, was “appalling”. So Muthiah, a former BCCI President. decided to contest ti : 

election for the post of the TNCA President in an attempt to tum around the state cricket body, 
The results were more humiliating than surprising. Muthiah and his team lost all the posi 


they contested. The winning ways, it appears, deserted him 
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2008. Released on July 14, 2008. 
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NAME: 
AGE: 47 


DESIGNATION: Chairman 
COMPANY: Avantha Group 





Not Just a Paper King 


E'S IN EXPANSION MODE. AFTER RECONQUERING THE PAPER MARKET, WHICH 
BILT, his flagship company, had long dominated and then lost, he has 
branched into agriculture and farming. And now, there's a buzz that he may 
soon acquire the financial services arm of a bank. If the deal does happen, it will mark 
a return of sorts to an old family domain—the Thapars controlled Oriental Bank of 
Commerce before it was nationalised. ^ 
From being a fringe member of the Thapar family to the head of its most powerful 
branch, Gautam Thapar has come a long way. He cut his teeth in the group by turning 
around Ballarpur Industries, and has taken the group's turnover to beyond $3 billion 
(Rs 12,900 crore). L.M. Thapar's nephew—he is the son of Lalit Mohan Thapar's elder 
brother, Brij Mohan Thapar—has shown that suffering fools is not his core competence. 
BILT is a unique case study, where the competitor company, responsible for its deplet- 
ing market share—Sinar Mas Pulp and Paper India, a subsidiary of the Indonesian 
paper giant, Asia Pulp and Paper—was acquired by the runner-up in the marketplace 
for Rs 530 crore. Known to be aggressive in his professional dealings, Thapar, who is 
obsessively media-shy, has rebuilt the empire left to him by LMT, overshadowing all other 
branches of the Thapar family—diversifying into power generation and rr. The renaming 
of the group as Avantha marks a clean cut from the past. LMT, as a member of the 
Bombay Club, fought against liberalisation. But the younger Thapar is spreading his wings 
money globally, having acquired Malaysia’s Sabah Forest Industries for $261 million (Rs 
1,122.3 crore), Belgian Intergarden Group and Belgian power equipment company, 
Pauwels, for a little over €32 million (Rs 214.4 crore). 
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With the International Space Station, architecture entered a whole new dimension: 
outer space. It was inspired by a vision that dared to tread where no man has 
tread before. A vision with an International Address - the heritage of civilisations across 
frontiers. 
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In keeping with the finest of global visions, the Signature Orbit Realty Line now offers 
select business empires the futuristic Hafeez Contractor House. Born of the redoubt- 
able architectural genius of Hafeez Contractor, this chrome, glass and steel edifice has 
an exclusivity that the most powerful of the Fortune 500 Companies would find exhila- 
rating. Intelligent, environment-friendly and energy-efficient, it carries an ISO 9001 
Certification and Green Building Compliance, and comes backed by the iron clad ‘Orbit 
Assurance" "" as well as the Orbit mantra of uncompromising ethicality. 


For a guided tour of your very own symbol of international business power, do mail us 
at sales@orbitcorp.com or call us on «91-22-3044 6910. 


The Signature Orbit Realty Line. India's only International Business Address for the 
movers and shakers of today's global village. 






Hafeez Contractor House 
Commercial Tower 
Lower Parel 


COME HOME TO INDIA'S FINEST INTERNATIONAL ADDRESS. 


Corporate Office: The View, 165, Dr. Annie Besant Road, Worli, Mumbai - 400 018, India. 
Tel: «91-22-3044 6910 Fax: «91-22-2491 1028 Email: sales@orbitcorp.com 
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We saved some of our best ideas for a rainy day. 


It's only a wiper blade, but one that's automatically activated by a rain sensor. This also controls the wiper 
without rain sensors. 


BMW. With leadership comes responsibility. 


For more information visit www.bmw.in. 
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imagine a [V as fine as crystal 


What if your TV looked like a fine crystal sculpture? What if the frame 
was made with glass and infused with Roseblack to create an exquisite 
Crystal Design Finish? Imagine how beautiful it would be. With a Samsung 
Full HD LCD-TV Series 6, it's not that hard to imagine. 
Samsung LCD TV. Design that performs. 
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From The Editor 


F YOU THOUGHT THE FIGHT BETWEEN MUKESH AND 

Anil Ambani was over when they decided to appor- 

tion the Reliance empire in June 2005, you were 
wrong. In fact, the ongoing battle between the two 
brothers may have begun around then. Intense rivalry be- 
tween the two has come to such a pass now that even na- 
tional politics is influenced by their conflicting interests. 
Restricted thus far to the business arena, the Ambani vs. 
Ambani fracas burst into the open again last month 
when the Samajwadi Party's General Secretary Amar 
Singh coaxed the government to introduce proposals that, 
if accepted, would adversely impact Mukesh Ambani's 
business interests. As is well known, these proposals 
appeared to be part of Singh's conditions for agreeing to 
provide support to the ruling coalition in last month's 
trust vote in Parliament. 

For the warring brothers, there is a lot at stake. Both 
of them run huge businesses, which together account 
for around 5 per cent of India's GDP. The stocks of their 
bigger companies are the bellwether for the Indian stock 
market. Besides, both of them are among the 10 richest 
businessmen in the world. Clearly, the settlement of June 
2005, details of which have never been revealed to the pub- 
lic, has not put their feud to an end. As 
the fight between the two brothers 
shows no signs of abating, our cover 
story by Associate Editor Suman Layak 
examines how while the protagonists 
have become more desperate, the im- 
pact of India Inc.'s worst battle could 
queer the pitch, not only for each of 
their companies but for Indian business, 
in general, and, well, even politics. 

As its global CEO, Vikram Pandit, grapples with 
Citigroup's colossal losses after it took a massive beating 
during the subprime crisis, things are quite different here 
in India. Although Citi India's business accounts for a mi- 
nuscule proportion of America's biggest bank's global 
revenues, it's health and growth prospects here are far bet- 
ter. As part of its global strategy, will Citigroup scale 
back its Indian operation? Our feature on Page 68 by 
Associate Editor Anand Adhikari finds out. 

Delhi-headquartered handicraft retailer Fabindia 
has scorched a blazing trail by expanding across the 
country as well as abroad, including China, West Asia 
and Europe but not so well known is the retailer’s 
unique experiment to turn its supplier-artisans into 
shareholders. Senior Correspondent Kapil Bajaj describes 
how (Inclusive Capitalism, page 84). 

This issue’s Special Report is on education, an indus- 
try that is all set to grow from $40 billion to nearly $70 bil 
lion in the next four years. The 14-page package examines 
how a variety of new investors is entering the business, the 
problems that hobble Indian education, the role of tech- 
nology and the plethora of regulations that need reform. 
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Targeting the IITs 

IN YOUR EDITORIAL, THE LAST STRAW? 
(BT, July 27), you have made some 
valid points about the gimmicks 
our politicians resort to, to prop 
up their sagging careers. The 
dogged insistence of the HRD 
Minister on quota in the IITs has 
started looking more like a last- 
ditch effort to save his political ca- 
reer. After targeting the higher 
educational institutions, Arjun 
Singh has found a new cause. 
This, too, at a time when the IITs 
are facing an acute shortage of 
teachers. Such a step would make 
it even more difficult for these 
premier institutes to fill up va- 
cant posts. The minister would 
do better to go through a recent 
survey conducted by the irrs. The 
report states that 50 per cent of 
the reserved seats remain vacant 
most of the time. Also, a large 
section of the faculty has already 
left for greener pastures. This has 
led to a crisis situation in the IITs 
that are increasingly finding it dif- 
ficult to maintain their qualita- 
tive edge in the absence of quality 
teachers. Rather than thinking of 
ever new ways of pushing quota, 
Singh should instead revamp the 
pay scales of teachers in the IITs so 
that they can attract quality faculty 
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Pinch of a Lighter Wallet 

“DON’T TOUCH MY WALLET" (BT COVER 
story, July 27) was a timely reminder 

of the inflationary crisis that is upon 
us. But what is different this time 
around is the level of our prepared- 
ness and our ability to tackle this 
hydra-headed monster. Though weve | 
grown more consumerist and spend- | 
thrift, we are also now psychologically 
more prepared and competent to take 
on the challenges of a high-cost 
economy, thanks to better financial 
prudence and money management. 

R. K. SUDAN, through e-mail 


as well as retain the existing ones. 
BAL GOVIND, through e-mail 


Reforms in Education 

A SOCIETY CANNOT PROSPER IF A VAST 
majority of its population remains 
underprivileged and backward. 
Therefore, the uplift of backward 
classes must be top priority for all 
governments (The Last Straw? BT 
Editorial, July 27). But, is quota the 
best way of doing this? A better 
and more enduring way of helping 
students from the backward classes 
is to make primary education free 
and compulsory. Nobel laureate 
Amartya Sen has lamented that our 
country has missed the bus several 
times because of its utter neglect 
of primary education and it's about 
time we moved away from stop- 
gap measures. Strengthening pri- 
mary education alone can provide 
the right platform for the large un- 
derprivileged sections to compete 
with the best, and make it to India's 
best institutions on merit. 
SRINIVASAN UMASHANKAR, through e-mail 


Business Leader in His Own Right 
YOUR PROFILE OF NIKHIL GANDHI IN 
Is This Man for Real? (Br, July 27) 
made for an interesting reading. 
Gandhi surely possesses some of 
the key traits of the late 


Dhirubhai Ambani, who, he 
claims, was his mentor—he nurses 
grand ambitions, is not afraid of 
taking risks, and is extremely good 
at spotting business opportuni- 
ties. l'm particularly impressed 
with the way Gandhi has steered 
his company, SKIL, through trou- 
bled times and made it into an 
eminently successful venture. 
Insinuations of Gandhi being a 
frontman for Mukesh Ambani do 
not detract from the fact that he is 
a successful business leader in his 
own right. 

B. RAJASEKARAN, through e-mail 


Shopping in Malls 


THIS REFERS TO YOUR STORY ON 


malls—Footfalls Aren't Falling 
(Br, July 27). Indeed, it is mostly 
women and children who are the 
actual mall rats and men just ac- 
company them for paying the 
bills. Men do not make good mall 
rats as they do not like the idea of 
hanging around unnecessarily. 
When they go shopping, they buy 
what they want and move on. In 
contrast, women and children like 
to spend time browsing the goods 
whether they need them or not. 

MAHESH KAPASI, through e-mail 
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e Long lasting colour. looking hair 
e Quick and easy to apply, formula 
PERMANENT 
HAIR COLOUR CREAM 
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START WITH A BIG DREAM, 
AND IHE REST WILL FOLLOW. 


HP Multi-function Printers. Dream Big. Achieve More. 


Great things happen to those who dream big. The HP Multi-function 
Printers support dreamers in achieving their goals. They enable you 
to print, scan, copy and fcx with dreamlike ease. And once you add 
original HP cartridges for best quality prints, you have a machine 
that helps you dream bigger and achieve more. 


For more details, log on to www.hp.com/in/officejet 


HP OFFICEJET ALL-IN-ONE J6488 
* Print, scan, copy, fax with automatic two sided printing 
* 35 page automatic document feeder 


* Built-in wireless and Ethernet 


Buy HP CARE PACK to extend warranty to 3 years. 


*Buy an HP Officejet AlLin-One or HP Laserjet MFP between 23rd june 2008 and 311 October 2008 and'gel a chance to win above prizes Customer to send copy of purchase invoice tong with printer seriol no., ^n nome, oddresa, ห ห อ ฝี id ond tel no. lo: HP SRK Prograe 
Full details at hp com/in/printerpromo + To know more obout HP Core Pack E-mail ot peoce.of.mind@hp.com Dependen upon docoment type and printer mode approsemaie figures Exact speeds will vary depending on the system conhgurotion, soltwore progro: 





/o. Evolve Brands Pvt. lid, 94, Shambhu Dayo! Bagh, Old Ishwar Nagar, Opp. Okhla industrial Estale, New Dell. 1100 
เธ 


uid document comple«ty 





* *Condihions apply 


WHAT Do | ON ] 


HP COLOR LASERJET CM1312nfi MFP 
* Network ready laser color print, scan, copy and fax 
* Up to 8/12 ppm (Col/B&W)'- print and copy 

* Free In-house Marketing Starter Kit worth Rs. 15,000* 





Call 3030 4499 (from mobile, prefix your STD code) 
or 1800 4254 999 (toll free, from MTNL/BSNL lines) 
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MARUTI SWIFT 


10 PHILIPS LCD TV 32 
20 SONY HANDYCAMS 


50 SONY DIGITAL CAMERAS 


SMS 'HP' to 5/575 
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Brothers at War 


ORPORATE FAMILY BATTLES ARE RARELY AMICABLE. 
After all, internecine conflicts can get ugly and if the 
fight happens in the public gaze like the battle between 
the two Ambani brothers—Mukesh and Anil—it can get 
even more unsavoury. Splitting family businesses is 
not a simple matter of apportioning assets and businesses 
among rivals; the process can take time. More than 20 
years ago when the Birla clan decided to divide its em- 
pire, it wasn't an open and shut case. Indeed, disputes 
over the shareholdings in investment companies that con- 
trolled key assets went on for years. In the late 1980s 
when the Modi family decided to split the group's 
businesses between its scions, the process was acrimo- 
nious, taking more than a decade to come to a head. 
Yet, no business family's dispute has had repercussions 
as the Ambanis' fight has had. First, it is the sheer size of 
their businesses: the revenues of their businesses taken to- 
gether is nearly 5 per cent of India's GDP. Second, it is the 
political fallout of their battle. In the days running up to 
the trust vote in Parliament, one set of conditions that the 
Samajwadi Party supremo, Amar Singh, laid down before 
agreeing to support the UPA government seemed to be de- 
signed to help the interests of Anil and, conversely, 
hurt the interests of Mukesh. Whether such conditions 
were accepted is a different matter but the fact re- 
mains that the fight between the brothers has threatened 
not only to influence the government's economic poli- 
cies (like Singh's demand for taxing windfall profits by 
private oil firms) but also has the potential to affect sta- 
bility of the government in power. 
The other fallout of the Ambanis' fight is in the 





Anil & Mukesh Ambani: It's time to bury the hatchet 


global corporate arena. One of the reasons why the Anil 
Ambani-controlled Reliance Communications’ deal 
with South Africa's MTN fell through was a spoke in the 
wheel that came from the rival camp. This does not 
bode well for either faction. In future, global corpo- 
rations looking for alliances with either of the two 
will be wary. And that wariness could well influence 
their dealings with other Indian business families. 
Two things are clear from the Ambanis' troubles. 
First, the brothers should bury the hatchet and get 
on with their respective businesses so that shareholders' 
interests are protected. And second, the government 
should not be seen to be backing one or other of them 
in what is really an internal affair of a business family. 
But with their enormous economic and political clout, 
will that ever happen in the case of the Ambanis? 


The Voter Will Decide 





HE RESULT OF THE TRUST VOTE WILL BE OUT BY THE 
Lum Business Today hits the stands. Going by 
news reports in the media, the vote is more about 
elections to the 15th Lok Sabha than about the merits 
of the Indo-us nuclear deal. 

And that, rather than energy security, is what 
makes it so critical to India's future. The two obvious 
contenders for power are the United Progressive 
Alliance (UPA) and the National Democratic Alliance 
(NDA). The so-called “third alternative"—-—the ragtag and 
bobtail coalition of mostly out of power regional 
satraps—which was thought to be dead after the 
Samajwadi Party crossed over to the UPA, has received 
a booster dose following Left supremo Prakash Karat's 


> success in wooing Uttar Pradesh Chief Minister 


Mayawati over to his corner. This means the General 
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SHUKRIYA SAU SAALON KA 
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Ch our 33 million customers in 25 countries 


Who stood by us when the going was tough 


Who have over a century driven us to outperform ourselves 
Who have seen us grow from our first branch in Mandvi, Baroda 
to over 2900 locations 
Who have been the force that made us move 
from limited hours banking to Anytime, Anywhere, Anyhow banking 
Who made us reinvent processes 
with our customer friendly Retail and SME Loan Factories 
Who inspired us to innovate rural services 
to improve the quality of Indian lives and 
Who reaffirmed their confidence in us 
to create a bank for the second 100 years. 
Driven by old values and new efficiencies 


Once again, Shukriya Sau Saalon Ka. 
qq 3ifm asic) 
e Bank of Baroda 
TOO ort | 


banking with passion 
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Elections, due either in end-2008 or early 2009, will be 
a three-sided contest, in which none of the major con- 
renders gets a clear majority. 

In such a scenario, the UPA and the NDA may prefer to 
sit in the Opposition rather than risk forming an inherently 
unstable government. That, in all probability, may lead to 
the formation of a minority Third Front government that 
is supported from the outside by other parties. 

This will be disastrous for India. The country is pay- 
ing a heavy economic and political price for four years 
of Left “support” to the UPA government. Important re- 
forms measures—in the spheres of insurance, banking, 
labour, foreign direct investment and disinvestment— 
have been lying in a limbo as they clashed with the Left’s 
antediluvian world views. Most Third Front leaders 
don’t have strong positions on any of these issues and 
will happily flow with the tide. That will allow Prakash 
Karat and his fellow travellers, who hold dogmatic 


Inclusive Growth 


HE TWO GREATEST CHALLENGES OF INDIA’S RURAL 
"T pee have long been the need to (a) aggregate 
tiny producers (meant here to be small ‘primary pro- 
ducers’ engaged in agricultural and non-agricultural pro- 
duction) so that they can enjoy collective bargaining 
with vendors and buyers, as also economies of scale and 
easy finance and (b) find steady markets for their 
products. Most government interventions in the rural 
economy have relied on co-operatives as way of ag- 
gregating small producers and trying to link them 
with markets. Helped by a large number of NGOs (the 
organisations that work at grassroots level to implement 
government projects), these approaches have also been 
heavily dependent on grants, subsidies, and subventions. 
While the grant and subsidy culture distorts markets 
(and disincentivises the small producers from standing 
on their own feet and becoming savvier), the govern- 
ment interventions have also done a bad job of linking 
the rural producers with markets. 

The fact remains that the governments have never 
been smart enougl to understand the fast changing con- 
sumer tastes and markets, which, in the present context, 
are increasingly flooded with products from abroad. The 
cooperatives have also failed to live up to the expec- 
tations, beyond the dairy business, and have shown vul- 
nerability to political interference and corruption. 

The Fabindia model—of promoting supplier-region 
companies in which artisans are given shareholding— 
also aggregates small producers and creates an organ- 
isation that brings down the transaction costs. But 
most importantly, it brings Fabindia's established and 
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and doctrinaire positions on all of them, to set the 
agenda according to their ideological moorings. 

The economy is slowing down; the foreign policy 
environment across the world is much more fluid than 
it has been anytime in the past half a century; and 
India is slowly emerging as yet another pole—albeit still 
a minor one—in the new geopolitical architecture. At 
this stage, the country needs decisive leadership that 
pragmatically seizes opportunities when they present 
themselves. New alliances—including, if necessary, a 
strategic one with the United States—will become 
imperative under the circumstances. 

Both the NDA and the UPA have shown the courage 
in the past to break free from old ideology-based 
positions to take the country forward, and a return to 
power of either formation will ensure continuity with 
change. Will the voter oblige? For the sake of the 
country, we hope so. 











Savvier rural artisans: With some help from their buyers 


expanding market literally at the doorstep of the rural 
artisans, and gives them managerial and technical sup- 
port in sustaining the business. Here, the artisans not 
only get assured orders, but also get a liquid investment 
vehicle that promises them returns. 

There are other spin-offs. A corporate entity is 
also in tune with the modern economy in that it allows 
raising funds from external investors (who can be 
allowed in a controlled manner) and banks and 
allows rural artisans to escape the deleterious effects of 
mixing business with politics. In addition, the arti- 
sans get a chance to familiarise themselves with how a 
regulated business organisation is run. 

Why should the rural artisans not be given a chance 
to become savvier in step with the modern economy? 
Let’s hope the Fabindia model inspires other large 
businesses to help the small producer step into the 
modern business organisation and economy and emerge 
out of the quagmire of political economy. 8I 
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The exquisitely designed, German engineered Jetta. Prestige standard. 


Building a car like this is serious business. And consistently improving a near perfect de 


the last 29 years is by no means easy. Now we are proud to bring this engineering marvel ti 


It's got everything you would desire from a car. Now isn't that reason enough to smile 


๑ 1.9L TDI 77 kW (105 PS) diesel engine * 6-speed automatic DSG gearbox * | 
P * Steering wheel with controls for multi-function display and audio svstem * "Climatroi 
* Rain sensor * Anti-theft warning system * "Coming home" and "leaving home 
here are not available in all versions. 





Multi-function steering wheel with gear shift paddles 


[his multi-function steering wheel lets vou control the display and the RCD 500 audio system. With the Paddle shift function on 
the steering wheel, changing gears will now be at vour fingertips, literally 


6 speed automatic DSG gearbox 


Experience the perfect combination of manual and automatic transmission with the DSG gearbox. Shift gears without any interruption 
of power flow and shift them with absolute ease. Truly, nothing but the DSG gearbox can guarantee a smooth & economical drive 


8 airbags 


[he greatest importance is attached to your protection with new generation safety features like airbags 

for the driver and front passenger, curtain airbags, and side airbags at front and at rear 

Electronic Stabilisation Programme (ESP), Anti-lock Braking System (ABS) and Traction Control System 
ASR) stabilise the car by braking individual wheels and preventing wheel lock 


The exquisitely designed German engineered Jetta. 


Prestige standard. 
Volkswagen. Das Auto. 


\uthorised dealers: Bangalore - Elite Motors: (080) 25743225 / 27, 9972922144; Chandigarh - Genuss Motors: 9915752640 
9915011608; Delhi / NCR - DD Autoworld: (011) 46664666, Kashyap Group: (0120) 2462601-5, (011) 26848377 / 78; 
Hyderabad - Orion Motors: 9704455011, 9701670008; Ludhiana - Prestige Motors: 9780199999, 9988886645 / 48; 
Mumbai - Presidential Cars: (022) 24364801-6, 9930250733 

Opening shortly at Ahmedabad, Chennai, Cochin, Jaipur, Kolkata and Pune 





Volkswagen. Das Auto 


ABS & ESP * 6-disc MP3 CD changer with 10 speakers * "Vienna" leather upholstery * 16° all 
'r with 2-zone temperature control e Deluxe sports seats with electrically adjustable lumbar suppo 


L 75 kW (102 PS) petrol engine * 1.9L TDI also available with 5-speed manual gearbox. Feature: 





We Germans aren't really known 
for our sense of humovr. 








Bye, Bye Reforms 


There's plenty the UPA government can still do, 
subject to several ifs. SHALINI S. DAGAR 





Montek Singh Ahluwalia, P. Chidambaram & Manmohan Singh: Smiles no more 


for its most severe test yet—a trust vote in Parliament on July 22 

over the issue of the Indo-us nuclear deal. With roughly 10 months 
to go before the tenure of the current Lok Sabha expires, the trust vote is 
in some sense the start whistle in the run-up to Elections 2009. 

If it survives the trust vote, UPA will have another opportunity to do what 
it hasn't been able to do so far, thanks to its recently-estranged Communist 
allies: push through a number of key reform measures, ranging from dis- 
investment to reduction in subsidies to pension reforms. Yet, irrespective 
of the outcome, it seems it is goodbye to any reforms for sometime to come. 
Not only are political uncertainties dominating the landscape, but the 
macroeconomic situation, too, is deteriorating. Dharmakirti Joshi, Director 
and Principal Economist, CRISIL, says that in the current circumstances there 
cannot be a strategy to reforms. "Political compulsions mean that it 
comes down to just crisis management," he quips. 

And there are plenty of incipient crises from a weakening monsoon in 
the vulnerable southern states to worsening fiscal situation due to high global 
crude oil and fertiliser prices. Inflation reigns at nearly 12 per cent. 


A S BT WENT TO PRINT, THE UPA GOVERNMENT WAS BRACING ITSELF 


Trends 
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The fortnight's burning question. 


IS THIS A GOOD TIME TO 
BE A CONTRARIAN AND 
START BUYING VALUE 
STOCKS ONCE AGAIN? 


Maybe. Yatin Shah, President, 
India Infoline Wealth 

| feel valuations have started looking 
attractive. It is advisable to stay 
cautious till the global markets and 
the domestic political environment 
show signs of stability. | think it's 
time for selective exposure to com- 
panies with a long-term view where 
bottom-up valuations look attrac- 
tive. One can look at certain beaten 
down sectors such as banking 


Yes. Amitabh Chakraborty, 
President (Equity), Religare 
Securities 


| would suggest buying in funda- 
mentally sound companies in sec- 
tors that have been beaten down 
the most such as infrastructure, 
capital goods, and real estate. At 
current prices, these sectors of- 
fer a buy opportunity at extremely 
cheap valuations. 


Yes. Nimish Shah, Managing 
Director, Fortune Financial 
Services 
rect more than 35 per cent since the 
January peak level, and price-wise 
some stocks have corrected more 
than 50 per cent. | recommend 
fresh buying into certain blue-chip 
stocks with a two-year investment 
horizon. Stocks like L&T, BHEL, 
ICICI Bank and SBI offer a huge 
upside potential. 

COMPILED BY MANU KAUSHIK 


bt trends 


What the economy needs now is a few hard decisions such as rais- 
ing the domestic fuel prices. However, these hard decisions are po- 
litically infeasible in an election year and unlikely to be made now. 
Though the upa did raise fuel prices earlier this year, the quantum 
of “pain” needed is far more. “As a government or caretaker gov- 
ernment, they may undertake some cosmetic reforms but it is too 
late," says former minister in the NDA government, Arun Shourie. 
He adds that in its last leg, the government will continue with 
"massive, populist and unproductive schemes to please specific 
sections". And in the context of poor execution of the National Rural 
Employment Guarantee Scheme and the farm loan waiver scheme 
that contention does not seem untrue. The reform agenda hardly 
needs to be elucidated (see urA's Laundry List). “Irrespective of the 
political formation in power, the agenda for the government remains 
the same," says M.K. Singhi, Executive Director, Shree Cements. 
Providing a fix to gargantuan energy needs of the economy prob- 
ably comes foremost. Of course, this needs to be done without fiscal 
deterioration. “A sunset clause on subsidies is required, but unless in- 
flation comes down nothing much can be done,” says S.V. Prasad, MD, 
Schroders India. For that to happen, one can only wait for the global 
crude prices to come down. When that wait will end is anybody’s guess. 
In the interim, for foreign investors, there are other easier 


UPA’S LAUNDRY LIST 


Pending Reforms Reason for Delay 
m Reduction in subsidies = Lack of political will in the coalition 


พ Pension sector reforms (PFRDA Bill)! m Staunch Left opposition 

พ Labour reforms w Left roadblock 

m Disinvestment ๒ Left opposition plus UPA’s own ambivalence 
๒ FDI in retail m Seen as a political hot potato 

w Insurance, banking ๒ Left disagreement 

= Administrative, judicial reforms | ต On nobody's immediate agenda 


economies such as Brazil and Russia to invest in. "They are com- 
modity-driven and do not have the same kind of issues that India has. 
In the short-term, the outlook is not so good though the positive 
medium-to-long-term outlook remains intact," says Prasad. 

Weakening macroeconomic outlook also raises contrarian hopes 
that the mounting fiscal pressures may well force some change. 
Declining foreign capital flows may lead to some easing of controls 
such as lifting caps on foreign direct investment in sectors such as in- 
surance, As CRISIL’s Joshi points out, “Reforms that are convenient and 
easy to push may go through." In any case, such measures will only 
remain small change in the context of the required list of reforms. 

The best bet, then, is that the present government survives the 
trust vote and the nuclear deal goes through. That in itself may be 
a significant achievement as far as India's energy security is concerned, 
given India’s rising growth requirements and the escalating tensions 
in crude supplies globally. 

Will elections help? Sure, as much as they will remove the un- 
certainties. But again, "After elections, much will depend on the type 
of coalition that comes to power and the strength of the core 
within that coalition," Shourie points out. 
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"Nordic IT Spending 
is $40 Billion" 


OM SCHARNING, SENIOR VICE 
ji (Business Development), 
EDB Business Partner, an Oslo-based 
$1.5-billion IT services company, was in 
Bangalore recently and met with BT's 
Rahul Sachitanand. Excerpts: 


What is the market opportunity in the 
Nordic region? 

It is estimated that companies in the 
Nordic market will spend around 
$40 billion on IT services requirements. 
Industries such as financial services, 
telecom and manufacturing lead spend- 
ing on IT, although segments such as 
government and manufacturing are 
not far behind. 


How can Indian companies increase their 
competitiveness in this market? 

Indian companies have been active in 
the Nordic market, but their impact has 
been minimal. They must understand 
local context and culture to increase 
their presence here. In the case of EDB, 
for example, our CEO is minutes away 
from the CEO of our biggest customer. 


What are your expansion plans? 

We need to rapidly expand our off- 
shore presence and we have acquired 
Span Infotech, which was one of the 
earliest Indian IT companies to enter the 
Swedish market. We have made 
around 20 M&A deals across the world 
to expand our global presence. While 
Span will open another facility in 
Mysore, we plan to have around 40 
per cent of our headcount in offshore 
locations, versus 20 per cent now. 


OMEGA BOUTIQUES: Delhi > Mumbai: Bangalore : Chennai 
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Gold: Losing Its Lustre 


I CURRENT PRICE LEVELS, CONSUMERS DO NOT SEEM TO BE CHARMED BY 
Aid The import of the yellow metal has declined substantially since 
January this year if Bombay Bullion Association figures are anything to go 
by. In the six months since January, India imported 162.20 tonnes of gold 
as against 313 tonnes during the same period last year—that’s a stagger- 
ing 48 per cent drop. A leading jeweller in Bangalore says the demand is 

dipping due to soaring prices, which 
THE GLITTER stood at Rs 13,285 per 10 grams (on 
IS GONE July 17). He puts the drop at around 
30 per cent in the south and over 50 
per cent in the north over last year. 
However, jewellers don't agree their 
businesses are suffering. The trans- 
actions, they say, have gone up in 
value terms, if not volume terms. 
According to one jeweller, fashion 
jewellery, for which there is a growing 
demand, requires more of add-ons 
like gems and stones, and not much of 
gold. That pushes up the value of the product, even if it has less of gold. 
Also, the number of people trading their old jewellery for a new piece has 
gone up as they don't want to buy gold at the prevailing prices. And you 
thought the demand for gold—at least in India—was price inelastic! 
K.R. BALASUBRAMANYAM 


2007 2008 








Railways to the Rescue 


F INDIAN RAILWAYS HAS ITS WAY, THEN STEEL PRICES IN THE DOMESTIC 
| pin could soften a bit. The Ministry has decided to give 25 per cent 
discount on tariffs on domestic iron ore freight booked to ports. The idea 
is to tame that part of inflation caused by rising steel prices and bail out 
steel companies that are battling rising costs of inputs. Earlier, the 
Railways had abolished a port congestion surcharge. 

Railway officials supervising freight movement reckon the discount, 
when implemented, would translate into a saving of Rs 100 per tonne for a 
distance up to 350 km. The saving can go up to Rs 500 depending on the dis- 
tance to the port. The discount will help steel makers such as Essar Steel, Ispat 
Industries, and Vikram Ispat that procure iron ore from outside unlike the 
steel industries in Hospet area in Karnataka, which are located close to the 
mines. "This is a good move and will benefit industries that get ore from far- 
off places," says Vinod Nowal, 
Director (Commercial), jsw Steel, 
Hospet, Karnataka. He believes 
steel prices will drop further if all 
major users of steel buy their 
stock directly from steel mills, 
rather than through middlemen. 


< 
This will help them get direct < 
advantage of price, Nowal says. = BU EL 
KRB - Mai 
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GOLDMAN'S 





ALL STREET FIRMS MAY BE 
still reeling under the 
V subprime crisis and cut- 
ting back on investment, but not 
Goldman Sachs. The venerable 
firm is out shopping with a 
vengeance—at least in India. 
Result: it has been a hectic past 
few months for Goldman in the 
country. In May, it bought a mi- 
nority stake in Mahindra & 
Mahindra by investing Rs 700 
crore and in June invested Rs 
200 crore in an engineering com- 
pany, Sterling & Wilson. The list 
of other recent investments in- 
cludes companies such as TVS 
Logistics, NDTV, PTC Financial 


ON A BUYING SPREE 


hy (inldn 
| เว ด เต ท 








Services, ` mes 

and Tejas Netw, in addition to 
the National Stock Exchange 
(NSE) and N . Says Vikram 
Utam Singh, Head (PE), KPMG: 
“The long-term growth story is 
intact and there will be enough 
es for PE players in 
the future. Fund raising for the 





Indian promoters has become 





MAE India's case, Goldman 


a ca x oce cue 
mouth is. 


MANU KAUSHIK 


SAHARA INDIA FINANCIAL CORPORATION LIMITED 


(A Residuary Non Banking Company) 


FACT SHEET 


As on 30th June 2008 (Unaudited) 


Working since last 21 years 

Every year in profit 

Capital & Reserves 

Profit Before Tax & Depreciation (FY 2007-08) 
Non Performing Assets (NPA-Net) 


Capital Adequacy Ratio 
(As on 31* March 2008) 


Total Deposits mobilised since inception 

till 30'^ June, 2008 (Including interest accrued) 
Total Maturity paid since inception 

till 30'^ June, 2008 (Including interest paid) 
Aggregate Liability to Depositors (ALD) 
(Inclusive of payable interest) 


Total Assets 

* * RBI Directed Investments 

(At Market Value — as per RBI Norms) 
Fixed Assets (Market Value) 

Cash & Bank Balances 

Other Assets including TDS refundable 
Total 


Total number of deposit accounts 


Rs.1711.12 Crore 


: Rs.375.75 Crore * 


Rs.7.58 Crore (0.0496 of ALD) 


: 28.78% 


(Required — 12% only as per RBI 
Prudential norms) 
Rs.59076.26 Crore 


Rs.41563.06 Crore 


: Rs.17513.20 Crore 


(Amount & % of ALD) 
Rs.17584.46 Crore (100.4195 of ALD) 


Rs.521.45 Crore (2.9896 of ALD) 


: Rs.72.53 Crore (0.41% of ALD) 


Rs.1707.84 Crore (9.7595 of ALD) 
Rs.19886.28 Crore (113.55% of ALD) 
3.94 Crore 


๑ Total number of workers in Business Promotion : 6.85 lac 
`e Service Centres 1508 (Throughout the Country) 


* Independent Directors on the Board of the Company 
1) ShriAmitabha Ghosh (Former Dy.Governor, RBI) 
2) ShriBrijendra Sahay( Former Chief Secretary, Government of Uttar Pradesh) 


3) Shri Madhukar (Former whole Time Member, SEBI, Former Chairman & Managing Director, United Bank ol 
India, Former Chairman & Managing Director, Industrial Investment Bank of India Ltd.) 


Note: One ofthe independent Directors - Shri K.S.Bhatnagar (Former Secretary, Ministry of Law, Justice & Company 
affairs, Government of India & Chairman, Company Law Board) demised on 17 May 2008. 


* Includes profit from sale of assets/group company shares of Rs. 133.07 Crore 


* * RBI Directed Investments mean investments in Government Securities, Government Guaranteed Bonds, Bank 
Fixed Deposits / Certificate of Deposits, Bonds and Debentures which are listed on a stock exchange and have s 
credit rating of AA + and above, and investments in units of Debt oriented Mutual Fund Schemes. All the above 
securities/ instruments are highly liquid. 


For statutory advertisement, please refer to Lucknow editions of Pioneer and Swatantra Bharat dated 3o!^ September, 2007 anc 
our website - www.sifo.in 


Sahara India Financial Corporation Limited 
Command and Registered Office: 


Sahara India Bhawan, 1, Kapoorthala Complex, Lucknow - 22602: 
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Dented by Derivatives 


ล 


uses 


Satyam Computer Services’ 
Ramalinga Raju: All’s well for now 





HERE'S A TENTATIVE SENSE OF RELIEF ON DALAL STREET. THE APRIL-JUNE 
rc results of several companies are in, and the good news is that 
there are no nasty surprises. That's what grateful analysts were heard 
telling each other at the end of July third week, as the Sensex gained 
more than 1,000 points in just a couple of days. 

A Business Today analysis of the results of 112 companies that 
were available at the time of writing shows that the aggregate topline has 
risen by 25 per cent, but the bottom lines have inched up just 3.6 per 
cent. The culprit appear to be the twin problems of forex losses in the 
derivates market and higher expenditure due to a sharp rise in the prices 
of most commodities, including oil and steel. *To a large extent, the ini- 
tial numbers are in line with expectations," says Sandeep Shenoy, 
Strategist at PINC Research. Several companies such as Tata Consultancy 
Services and MindTree, and some ท อ ท -[1 companies such as Biocon have 
made provisions for forex losses due to the depreciating rupee. 

Analysts do seem a bit concerned about the guidance for the whole 


of 2008-09, though. A J.P. Morgan 
IT's a Relief 


report says that Satyam's weak sec- 
25.2% 01 results are in line with 


ond quarter outlook combined with 
| , similar outlook from Wipro will 
ii. expectations, but worries 
32,159 remain. 






raise concerns over the slowdown. 
It says all companies (in the rT sec- 
tor) continue to indicate a 20 per 
cent revenue growth for the year. 
"We do agree that this estimate 
will continue to get questioned 
given the tough environment, but... 
offshore momentum is increasing 
and companies (will) meet this 
growth profile," says the report. 
Investors will get a clearer picture 
of the slowdown when the heavy- 






3.6% 


4,855 5,030 





Net Sales Net Profit Operating 
Profit Margin 
01,2007 mQ1,2008 m% Change 


Figures in Rs crore Source: CMIE Prowess 


Mark-to-Market Forex Loss in Q1 2008 





Bicon ว่ ส ญู 
weights in other sectors such as 
TCS 7153 , bile. steel. ce and 
automobile, steel, cement anc 

MindTree 50.1 banking announce their results. 


Figures in Rs crore VIRENDRA VERMA 
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OURTWO CENTS, 





F YOU SUDDENLY HAVE THOUSANDS 

of crores staring at you out of 

your bank account, the entire 
world becomes your oyster. That's 
what industrialists Malvinder Singh 
(and Shivinder Singh), erstwhile 
promoters of Ranbaxy Laboratories, 
and B.K. Modi, former promoter of 
Spice Telecom, have landed with af- 
ter selling their businesses in June. 

Business Today asked three top 
investment advisors—Sudip 
Bandyopadhyay of Reliance Money, 
Mumbai-based consultant Sandeep 
Shanbag, and Nipun Mehta of 
Societe Generale Group—to sug- 





Modi & Singh: Where to invest? 


gest how these billionaire promoters 
should invest their money just in 
case they plan to retire for good. 
Here are the options they suggested: 
50 per cent in PE Fund: "This will 
offer them a window to capture the 
emerging opportunities in multiple 
companies," says Bandyopadhyay. 
Commercial Properties: Reason: 
Rentals are quite attractive and 
there is scope for property appreci- 
ation over the long term, reason 
the wealth advisors. 
Trust/Foundation: It will serve two 
purposes. One, it can help plan di- 
vision of wealth among members of 
the next generation and, two, build 
a legacy by helping the society. 
Will the Singhs and Modi take our 
sage advice? We don't think so; 
but then again, they might! 

ANAND ADHIKARI 


See the TUTUFe in a new Helai 
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The The new sedan. 


Audi Drive Select e quattro® e Bang & Olufsen Stereo e Multimedia Interface 


The definitive future of automotive technology is here. The new Audi A4. Equipped with 
Audi Drive Select, it adjusts its suspension to suit the road and your mood better. With 
quattro®, our renowned permanent all-wheel drive technology, it keeps you on the road 
even where there’s none. Its Multimedia Interface (MMI) makes every function a breeze 
while the Rear View Camera helps you park with ease. Its exquisite fine leather seats, 
14-speaker stereo, Rear Seat Entertainment and 3-zone air-conditioning make every 
journey a true delight. Surprisingly, it is packed with countless technologies yet its 
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Authorised Dealers 

Audi Bangalore 20/7210 I1 212A โอ Ee OC 9 Audi Chandigarh 
Audi Delhi 011-4051030 ).9999917415 Audi Gurgaon 1-4 
Audi Hyderabad 040-23324545, 0-9959700007 Audi Mumbai Central 
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P-WATCH 


3G ON THE BACKBURNER 


S THE REST OF THE WORLD SWITCHES ON TO NEXT 
Pod telecom networks, India seems to stay 
well behind the curve, largely due to warring authori- 
ties who can't seem to agree on what should be done 
and a hysterical defence establishment who guard 
'their' spectrum zealously. And a few weeks after the 
Department of Telecom announced the *impending" announcement of 
norms, the trust vote in Parliament has put the policy on hold yet again. 
The auction suggested by the government will help the country raise 
much-needed money to fund the government's ailing social sector proj- 
ects. A senior executive at a leading private telecom operator believes 
that nothing much will happen until the next administration gets voted 

1. “3G won't be introduced until late 2009 at the earliest,” he said. 
KUSHAN MITRA 





INTEREST RATE MUDDLE 


ISING INFLATION CONTINUES TO WORRY 
Ra. UPA government. North Block now 
feels that further fiscal measures are 
unlikely to stem inflation and the ball is 
now in the RBI's court to intervene once 
again. The Finance Ministry is believed to 
have communicated its stance to the cen- 
tral bank. Says a senior official: *We 
believe RBI might have to increase interest 
rates again in the future to cool off infla- 
tion." This, though, puts RBI in a spot given 

ui that industrial growth has slowed down 
noticeably recently. Whether the central bank will tighten the mone- 
tary policy further remains to be seen. 


BALL IN RBI'S COURT? 





RISHI JOSHI 


PN-1 MAY BE SCRAPPED 
OVES ARE AFOOT BY THE GOVERNMENT TO SCRAP PRESS NOTE 1 TO 
M nk it easier for foreign firms to invest in India. PN-1 protects 
the interests of domestic companies from their foreign joint venture 
partners by mandating that the foreign companies would have to 
obtain their approval before making a fresh investment in the same sec- 
tor in India. Scrapping PN-1 would mean that foreign firms would no 
longer have to seek a no-objection certificate from their local joint ven- 
ture partners. The government hopes that the move will help in 
attracting more FDIs (foreign direct investments) in the country by pro- 
jecting an investor friendly destination image of the country. 
RJ 
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A bird's eye view of what's hot and what's 


not on the government’s policy radar. 


DISINVESTMENT TANGLE 

WITH THE UPA GOVERNMENT 
formally parting ways with the 
Left, the buzz is that the gov- 
ernment would try to push 
ahead with its reformist agenda. 
We hear that the disinvestment 
process, which was stalled by 
the obdurate Left, could also 
be up for review again. Says a 
senior bureaucrat: “Divestment 
of government holding in select 
PSUs is certainly a possibility.” 
Stake sales could provide much 
needed funds for the govern- 
ment. But even with new al- 
lies on board, the UPA may 
find it difficult to take the 


reactions in India. 
RJ 


NACIL IN THE DOCK 

CIVIL AVIATION MINISTER PRAFUL 
Patel, apparently, is an unhappy 
man these days. He feels that 
it's about time that the National 
Aviation Corporation of India 
Limited (NACIL), the holding 
company for the merged Air 
India and Indian Airlines, pulled 
up its socks. Patel is believed to 
have told Air India officials re- 
cently to "perform or perish". 
Already, NACIL is bleeding more 
than most private operators and 
has been cutting routes quietly. 
But will Patel's outburst spur 
NACIL to streamline yes a 
to remain competitive? Watch 


this space. 


KM 
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NEWSIMAKER 


WILBURL.ROSS JR. 


Wilbur L. Ross: The connoisseur of failed companies 


HEN WILBUR L. ROSS JR DECIDED TO INVEST IN DIS- 

tressed Delhi-based low-cost carrier SpiceJet 
that has been bleeding due to skyrocketing fuel 
prices, he was once again betting on something that 
defied the prevailing logic: he sees the sharp spike 
in oil prices reverting to sub-100 dollar levels in a 
year from now. But then, it is contrarian bets like 
these that have made Ross, 71, a hugely suc- 
cessful investor. 

An old Wall Street hat, Ross was one of corporate 
America's top bankruptcy advisers while working for 
Rothschild Investments LLC, before he and his firm 
WL Ross & Co. became famous for turning around 
distressed companies. His greatest asset, people 
who know him say, is his ability to sniff out a deal. 
He is helped in this by his powerful connections, his 
own insight and the American bankruptcy laws 
that help those who attempt to rebuild a company. 

When, in 2001, Ross bought into a host of 
mills in and around Pennsylvania and formed 
International Steel Group (ISG), his game pian was 
based on the US govemment imposing import tariffs 
and a turnaround in the global steel industry. Ross 
made a hefty profit when he sold ISG (then a public 
company) to Lakshmi Mittal in 2005 for more than 
$4.5 billion. Today, Ross is seeking to revive 
the American textile and auto parts industries the 
same way. 

But his Rs 345-crore investment in SpiceJet 
may not give the returns he expects. SpiceJet, like 
others in the battered Indian aviation industry, is 
bleeding, and government policies seem unlikely 
to change. Higher airfares might help to an extent, but 
Ross will need all his skill to turn around this airline. 

KUSHAN MITRA 


34 BUSINESS TODAY AUGUST 10 200 





DHU billion (Rs 1.72 lakh crore): Estimated annual 
loss to India Inc. due to corporate frauds by company 
insiders, according to a survey conducted by India 
Forensic Research 


JUU tonnes: Estimated olive oil imports in 
2008- O9, up from 2,300 tonnes in 2007-08 and 
1,400 tonnes in 2006-07. Rising health 
consciousness among the Indian urban middle class 
is cited as the main factor for the spurt 


4 


118 per cent: The rise in aviation turbine fuel 
(ATF) prices over the past three years 


2 14. The number of new nuclear reactors 
proposed globally, which will add 179,345 MW 
of installed capacity annually 


,QOOC : The number of people that Trent's 


Star Bazar will recruit after setting up 50 
new stores across the country 

$0 ป ป ปิ : า ท 6 number of people that 
Accenture employs in 49 countries globally 


billion (Rs 2.24 lakh crore): Value of Belgium- 
based InBev NV's sweetened takeover bid for US 
brewer Anheuser-Busch. Once consummated, the deal 
will create the world’s largest beer maker 


3: Ranking of Tata Steel in the Fortune 500 
list. The other Indian companies on that list are IOC 
(#116), RIL (#206), BPCL (#287), HPCL (#290), 
ONGC (#335) and SBI (#380) 


YS 4UU crore: Money that Hindustan Petroleum 
Corporation (HPCL) will invest in Chhattisgarh over 
the next three years on Jatropha plantations 


= ๕ 


,MUU: The number of trees that can be saved 
from Low felled each year if airlines worldwide 
switch to electronic tickets and abolish paper tickets 
all together 


SI percent: The market share 
of diesel cars in the 
passenger car segment 
in India. This is 
expected to rise ส 
to 50 per cent g 
by 2010 ล 
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That's right, the one with the striped palladium top is the 
Vice President - Design & Engineering. 


If pens had designations, the Sheaffer Prelude would occupy the top rung in the design department. With a black onyx laque body — 
complemented by a striped palladium cap with a 22k gold trim, the Sheaffer Prelude is not just a writing instrument. It's WORKSTYLE 





i SHEAFFER 
$ | 
The Signature lin 
Featured here: Sheaffer Prelude 





Experience fine writing at: William Penn m Shoppers’ Stop æ Lifestyle พ Reliance Time Out æ Pyramid ต Crossword พ Landmark æ Pantaloons = Central = Odysse 
For enquiries, contact: South-080 41104428 m North-011 40516062 / 63 ๓ East-9830627408 ๓ West-022 40169595. E-mail: info@sheafferindia.com and ini 
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Make sure it’s a Sony. 





Insist on your Sony India Warranty Card. 
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Full High Definition 
1920 H x 1080 V = 2 million pixels 
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CREATION 

INTELLIGENT SONY 
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M. Govinda Rao, 
Director, National Institute of 
Public Finance and Policy 


Fiscal Deficit. 7.9 per cent 
(including off balance sheet items) 


Interest rates: Interest rates will 
harden further as there is no 
respite from inflation. | think 
there will be a further 50 basis 
points increase 


Rupee: It is likely to depreciate 
Current account deficit: 3.5 per cent 
of GDP 


Inflation: High inflation rate is 
Hag dei for another 


Investment/GDP: 32-33 per cent 


Corporate profitability It is likely to 
decine een ple by muc 


growth: Non-food credit is 
ey to declin to decline, A epik ped. due to 


i 
due to abin business rly 
environme 


industrial production: There will be 
industrial deceleration 


GDP growth (overall): 7.5 per cent 
Manufacturing: 7 per cent 
Services: 8.5 per cent 

Agriculture: 2.5 per cent 





Subir Gokarn 
Chief Economist, indand 
& Poor's Asia-Pacific 


Fiscal Deficit. 6 per cent 
(including off balance sheet items) 


Interest rates*: 9.25 per cent 
Rupee: 41.5-42 

Current account deficit: 2.6 per cent 
of GDP 


inflation: 11.5-12 per cent 
Investment/GDP: 35 per cent 


Corporate profitability: It will go down 
from last year 


Credit growth: It will go down from 
last year 


Industrial production: 7.5 per cent 
GDP growth (overall): 7.8 per cent 
Manufacturing: 7.5 per cent 
Services: 9.5 per cent 

Agriculture: 3 per cent 


*Repo rate 








A snap poll of five economists on inflation, credit 
growth, and a host of parameters likely to worry 
you, me and India Inc. in 2008-09. manu KAUSHIK 


^ 


Siddhartha Roy 
Chief Economist, Tata Means 


Fiscal Deficit: 6 per cent 

(including off balance sheet items) 
interest rates*: 13-13.5 per cent 
Rupee: 44 

Current account deficit: 4 per cent of GDP 
inflation: 10 per cent 
investment/GDP: 30 per cent 
Corporate profitability**: 11 per cent 
Credit growth: 20 per cent 

industrial production: 7 per cent 
GDP growth (overall): 7.3 per cent 
Manufacturing: 7 per cent 

Services: 8.5 per cent 

Agriculture: 3 per cent 

*Prime Lending Rate (PLR) 

** Net Profit/Net Sales 





M&A Deals: From Growth to Consolidation in India 


Despite the global slowdown in deal activity, India is still seeing a steady flow of transactions, but the sentiment is 
changing from aggressive growth initiatives to rationalisation of business strategies. 


Global MEA activity-number of deals vs average deal size 


kam key ratio changes by region 


0 


I re INT = eu 
n ^ x Vid a Tp 












T ie 





C Eo «e ia we 
he CEN 
= 


oS Sry 
Fu x 


M d . 
น ค ล แร ร ฒา 
ละ w 
จ X ฉิ 
















ATELA 


* 87 
ร 


GDP growth (overall): 7.5 per cent 
Manufacturing: 5.5 per cent 
Services: 9 per cent 
Agriculture: 6.5 per cent 

X *Prime Lending Rate (PLR) 

l | * *PAT/Net Sales 


Ashima Goyal, 
pressor ie for 
Development 
inci 


Fiscal Deficit. 4.5 per cent 
Interest rates*: 9 per cent 
Rupee: 40 

Current account deficit: 2 per cent of GDP 
Inflation: 10 per cent 
Investment/GDP: 33 per cent 
Corporate profitability**: 15 per cent 
Credit growth: 20 per cent 
Industrial production: 6 per cent 

. GDP growth (overall). 8 per cent 
Manufacturing: 6 per cent 
Services: 10 per cent 
Agriculture: 4 per cent 


"Repo rate 
**Net Profit/Net Sales 
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“India cannot be held to any emission control 
target. They (developed countries) should get 
off our backs. We are an expanding economy. 
How can we levy a cap when millions are 
living with deprivation?" 

R.K. Pachauri, , Head of the Intereovernmental Panel on Climat 
Change (IPCC), to IANS 


“India has gone from hero to zero in six 


months" 
Andrew Holland, , Head (Proprietary Trading), Merrill Lynch Ind 
in BusinessWeek online 


*How to tame inflation? Patience" 
P. Chidambaram, Finance Minister, in The Economic Times 


“If you have not been a villain at a certain 
point in time, you will never be a hero. 
And even if you are a hero one day, vou 


may well become a villain the next” 
Carlos Ghosn, CEO, Nissan and Renault, in Newsweek 


“Tier-II cities are where the real action is. 
People are eager to try out aspirational 
products... like wine and cheese, champagne 
and caviar, I see single malts and Kashmiri 
food catching on in India fast" 

Asif Adil, MD, Diageo India , in Business Standard 


“For farmers, a remunerative price is the 


best fertiliser” 


M. S. Swaminathan, Father of the Green Revolution, in 
The New York Times 


“Technology will not be a differentiator 
between rich and poor consumers; 
personalised experience will be” 


C.K. Prahalad, Professor, Ross School of Business, at the University 
of Michigan, in Mint 


“Being a CEO is like answering a call to bring 
the organisation to a better place than where 
you found it” 

Edward J. Ludwig, CEO, Becton, Dickinson and Company, in 


Harvard Business Review 


“We believe in our brand. So should our 


investors” 
Ramesh Sanka, CFO, DLF, on the company’s buyback offer, 
in Business Standard 


AUGUST 10 2005 RUSINES 
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APPOINTED: R.S. 
Pandey, as the new 
Petroleum Secretary. 
He replaces M.S. 
Srinivasan, who retires 
on July 31. Pandey, a 
1972-batch IAS offi- 
cer from the Nagaland cadre, is the 
Steel Secretary at present. Pandey will 
have a 17-month stint as the Secretary, 
Ministry of Petroleum and Natural Gas. 





SURGED: Indirect tax receipts, which 
grew 11.5 per cent during the April- 
June period from a year earlier, to Rs 
54,341 crore. Receipts from excise 
duty, levied at the factory gate, were up 
2.8 per cent at Rs 25,882 crore in the 
first three months of the 2008-09 
financial year. Customs duty receipts 
rase 20.9 per cent to Rs 28,459 crore 
in the June quarter, reflecting robust 
growth in imports. 


DIPPED: To a six-year low of 3.8 per 
cent, Index of Industrial Production 
(IIP) growth for May, against 10.6 per 
cent in the same month last year. 
Industrial production growth for April 
2008 was also revised downwards to 
6.2 per cent, from 7 per cent earlier. 
Manufacturing, which accounts for 
about 80 per cent of industrial pro- 


JUST WONDERING ... 


casi 


Minister George Fernandes, Jaya 


HE l 
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duction, gained 3.9 per cent in May. 


HIKED: By 5 per cent, dearness 
allowance (DA) for over 16 lakh em- 
ployees in 247 public sector units, to 
help them tide over the impact of rising 
prices. The PSU employees will get 
industrial dearness allowance (IDA) at 
84.4 per cent of basic pay with 
effect from July 1. 


ANNOUNCED: By the Central Board 
of Direct Taxes (CBDT), that annexures 
and certificates relating to tax deducted 
at source like Form-16 are not 
required to be submitted along with 
income tax returns. 


ANNOUNCED: By former US 
* President Bill Clinton, 
an agreement with six 
companies, including 
four Indian drug com- 
E panies—Cipla, Calyx 
E Chemicals, Ipca 
Laboratories and 
Mangalam Drugs—to lower by 30 per 
cent the price of a leading artemisinin- 
based combination therapy (ACT) for 
malaria. This reduces by 70 per cent 
the price volatality of artemisinin. Up to 
500 million people around the globe 
need malaria treatment each year. 





MUMBAI ON 





Hometel: Rooms at cheaper rates 


OTEL ACCOMMODATION IN 

H Mumbai may soon be 
more conducive to your 
wallet, courtesy the arrival of 
branded budget hotels in the city. 
While Sarovar Hotels & Resorts 
(SHR) will soon open the doors of 
its Hometel brand in the city’s 
Malad suburb, Lemon Tree Hotels’ 
unit in Andheri East will be ready 
by 2011. Given Mumbai's realty 
prices, how do these hotels plan to 
hold their price line below 
Rs 10,000 per room per night? 

“Simply by eliminating large 
public spaces and chopping off 
the bells and whistles, | can sell 
my rooms at a tariff of Rs 5,500- 
6,000,” says Ajay K. Bakaya, 
ED, SHR. The staff per room ra- 
tio is a measly 0.75 for his 100- 
room property, and the average 
room cost is Rs 18 lakh. 

Lemon Tree Hotels, on the 
other hand, is maximising its 
built-up space to earn more re- 
turns—offering 300 sq. ft rooms 
for Rs 6,000-7,000, banking on 
volumes to achieve breakeven. 

Can this model be replicated 
in other metros, say Delhi? Says 
Bakaya: “The Delhi Master Plan 
specifies sites for building hotels, 
whereas in Mumbai you can build 
a hotel in any commercial area. 
This increases land costs and 
makes it difficult for anyone to 
think of a budget hotel.” 


TEJEESH N.S. BEHL 
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NOW ON NIGHT FLIGHTS FROM DELHI & MUMBAI. 






: the te. 
- RS 


44 






n 
» 
et 


"rz 
Poet p » 
SPC 
S 
ห wW ^. 
CE l (34 
[4 ' P แจ -fa y 
! ++ f 
hs a A E ~- 
- a” A gS 
: radi. 
«^ i "A sr » 
LONE, ANE E 
BE CT ไห้ 7 
T : į i. SE iet - 
) À 
s Pad 
A - 





i. 





T 
"ee 





SIDGAPORE 
AIRLINES 


— — r 


N ME MAER M» 
hu 





» 
: 


singaporeair.com 


bt vital signs 


BT ง 0 


BT Auto 


BT Pharma 


350.17 


BT Tech 


42 BUSINESS 


TODAY 


AUGUST 10 20! 


367.91 





The slowdown in global growth is expected to continue through the second half of 
2008, with only a gradual recovery during 2009, says a recent IMF report. The global 
growth is projected to moderate from 5 per cent in 2007 to 4.1 per cent in 2008 and 
3.9 per cent in 2009. India has received some solace, with the agency marginally 
revising its projections for economic growth to 8 per cent in 2008 from its earlier 
estimates of 7.9 per cent. 





World Economic Outlook Update Projections 







Year over Year Difference 04 over 04 
| from April 
Projections | 2008WEO Estim. Projections 
| oo LL. Projections | | | 
2006 2007 2008 2009 2008 2009 2007 2008 2009 
World output ณั ศร พ พา ณา พี ย แนะ 


Advanced economies 30 |27 
United States 

Euro area 

Germany 

France 

Italy 

Spain 

Japan 

United Kingdom 

Canada 

Other advanced economies 

Asian economies 

Emerging and developing economie 
Africa 

Sub-Sahara 

Central and eastern Europe 
Commonwealth of Independent States 8.2 
Russia 
Developing Asia 
China 











s 79 







West Asia 
Brazil 

Mexico 
Commodity prices ($) 
Oil’ 

Nonfuel (average based on world | 

commodity export weights) 232 141 
Consumer prices 

Advanced economies 24 122 134 23 | 08 | 03 
Emerging and developing economies 5.4 | 6.4 91/74 17 | 18 
London interbank offered rate (per cent)’ 

On dollar deposits | 5.3 153 |28 1 36 | -03 | 02 
On euro deposits | 31 |43 

On yen deposits 104 109 111115 | 01 | 07 


Note: Real effective exchange rates are assumed to remain constant at the levels prevailing during May 21- June 18, 
2008; Quarterly estimates and projections account for 90 per cent of the world PPP weights; ‘Quarterly estimates and 
projections account for 76 percent of the world PPP weights for emerging and developing economies; ‘Simple average 
of price of U.K., Dubai and West Texas Intermediate crude oil. The average price of oil per barrel was $72.13 in 2007, 
the assumed price based on future markets is $116.50 in 2008 and $125.00 in 2009: ‘Six-month rate for the United 
States and Japan. Three-month rate for the euro area 
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Wrong Medicine 


Following the strategic sale by the Singh family to Daiichi Sankyo, Ranbaxy Laboratories 
falls into a regulatory imbroglio with multiple agencies in the US. SHALINI S. DAGAR 


HERE IS NOTHING TO IT,” 

said Malvinder Mohan 

Singh, MD and CEO of 

Ranbaxy Laboratories, 

on the day Indian news- 
papers first reported legal trouble in 
the us. Several days later, though, he 
amended his stance. “Clearly 
Ranbaxy's reputation has been dam- 
aged—we will work hard to correct 
this damage," he promises. 

In the intervening week there 
was talk of a Us Congressional probe 
in addition to the ongoing Food 
and Drug Administration (FDA) and 
Department of Justice investigations. 
The pressure intensified as Ranbaxy's 
share price lost almost a fourth of its 
value in just two trading days on 
speculation that the strategic sale 
to Japanese drug maker Daiichi 
Sankyo could be undone. 

Ranbaxy duly swung into dam- 
age-control mode, with Singh point- 
ing a finger at a multinational 
pharma rival for trying to scupper the 
$4.6-billion Daiichi deal. While that 
may be true (after all, generic chal- 
lenges to blockbuster pharma drugs 
typically involve billions of dollars: 
For example, in the high profile 
Lipitor case, despite settlement with 
Ranbaxy, the dent to Pfizer would 
easily be $5 billion); it is equally 
true that the company's handling 
of the crisis was less than adept. 

Legal fine print and eventual 
outcome apart, the grave allegations 
alone inflicted heavy damage. In a 
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Ranbaxy's Singh: He has been talking it down but others say allegations are serious 


filing in the Maryland court, though 
the Us government merely sought 
additional information, it said that 
there was “a pattern of systematic 
fraudulent conduct". It included in 
this conduct, *submissions by 
Ranbaxy to the FDA that contain 
false and fabricated information 
about stability and bio-equivalence" 
of the company's generic medica- 
tions. Further, it feared that the vi- 
olations continued to lead to "the in- 
troduction of adulterated and mis- 
branded products" in the us. 
Several days later also, Singh 
says, “We are not sure why the mo- 
tion was filed," even as he claims the 
same information had been pro- 
vided to the FDA in April and it was 


to be shared with the Department of 
Justice, too. 

What has added to Ranbaxy's 
woes is that the oversight committee 
of the us Congress has used this 
case as an opportunity to rap the 
FDA for negligence. The big question 
it is interested in: Did FDA officials 
know about the potentially fraudu- 
lent information but approved 
Ranbaxy's products anyway? The 
timing of this controversy is par- 
ticularly inopportune as it comes 
within months of deaths in the us 
due to contaminated blood thin- 
ner, Heparin. 

Clearly, the company is in a spot. 
As Akshoy Rekhi, Partner at corpo- 
rate law firm, Abacus Legal Group, 





ห พ ร ด ห ว ห ห ท จ ร ง ห จ 


points out: "In an issue involving 
risk to human lives, courts take a 
close look. If class action—simply 
a situation in which many people 
are affected—is triggered, then the 
damages can be unlimited." 

Indian pharma industry repre- 
sentatives complain that the com- 
pany's inept handling of the issue 
precipitated a crisis that could tar 
the entire Indian pharma industry. 
“Even if Ranbaxy is exonerated, 
the damage is already done,” a sen- 
ior pharma industry official says. 

Ranbaxy’s woes, however, go 
deep. The company derives nearly a 
quarter of its revenues from the US. 
The FDA probe dates back to 
February 2006. The Paonta Sahib 
facility, which is in the eye of the 
storm, has been unable to ship prod- 
ucts to the US since then. “This has 
already impacted Ranbaxy signifi- 
cantly; for example, it could not 
launch generic Pravastatin in time, 
despite having 180-day exclusivity 
on the 200 mg strength,” a recent 
Enam Securities report points out. 
More trouble would mean more 
losses. Ranbaxy has time till August 
14 to file its reply. Additionally, the 
strategic sale is hanging fire with 
the capital market waiting for clarity. 
“As long as the deal goes through, 
the market will not care,” says a 
Mumbai-based fund manager. 

Both companies have voiced 
their commitment. Singh, however, 
adds that with the board and share- 
holder approvals “the decks have 
been cleared for the deal to pro- 
ceed as planned". Daiichi gets to 
make its open offer for 20 per cent 
of the company's stock from August 
8 onwards, decisively casting its lot 
with the company. 

Are there chances that it may 
back out? "Typically such deals 


The Dairy Milky Way 


Cadbury wants to double the size of its operations. 


(C GIANT CADBURY 


recently celebrated 60 years - 


of its presence in India. The com- 
pany, which holds a dc n 
per cent in the Rs 1,600-crore 





Indian chocolate market, has | 


ambitious plans. 


“We plan to double the size _ 
of business in the next 4-5 years,” — 


says Robert J. Stack, Executive 
Director and Chief Human 
Resource Officer, Cadbury. “To 
achieve that, we need to build the 
talent base. We need to increase 
capacity, which includes expanding 
existing manufacturing sites. Talent 
attraction and retention is going to 
be an HR objective for the com- 
pany in India,” he adds. Cadbury 
employs 2,100 people, making it 
among the top 10 geographies for 
the company in terms of head- 
count. The company’s global 
headcount is about 50,000. 


With a top line of Rs 1,300- 
1,400 crore in 2007, India is also 


among the top 10 geographies 
in terms of revenues. Cadbury 
has also identified India among its 
12 ‘focus’ markets. Other coun- 
us, Australia, Mexico, Brazil, 
Russia and Turkey. 


have a standard clause that relates to 
a material, adverse change in the 
business,” says Gowree Gokhale, 
Co-head, Pharma and Life Sciences 
practice at law firm Nishith Desai 
Associates. Such adverse impact 
(say, an extreme case of crucial ap- 
provals getting cancelled) can be 

















story is beyond just numbers; talent 
and innovation are key reasons for 


being in India. “A large degree of 
innovation has been coming from 
India and we see a lot of that in- 


vetare loi "erigit 








Culburf^ s liquid chocolate, 
Chocki, which was developed and 


introduced in India but has subse- 
quently debuted in half a dozen ge- 


ographies. Eclairs is another ex- 
ample of a Cadbury India product 
that has moved beyond the coun- 
try’s borders. The company ts now 
working on an “affordable choco- 
late for low-income groups.” 
T.V. MAHALINGAM 


ascertained only once the investi 
gation ends, and that could take 
six months or more. It surely prom- 
ises to be a long year for Singh. 
Meanwhile, as they say in legal part- 
ance, the case is sub-judice. 
ADDITIONAL REPORTING BY 
E. KUMAR SHARMA 
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Banking on 


India 


Losses in the West haven’t 
deterred global banks. 


RENCH BANK SOCIETE GENERALE 
Fs has its fair share of prob- 
lems courtesy of the subprime 
muddle in the us. The second- 
largest French bank, and Europe's 
fourth-largest, was hit with a trad- 
ing fraud of $7.5 billion—a sum 
that is bigger than its credit losses! 
But that didn't deter SocGen from 
picking up a retail bank in Russia 
called Rosbank in February. 

Away from the gloom in the 
West, Russia is among the top three 





SocGen's Dhoste: Bullish, but watchful 


markets where the French bank is 
pressing on the growth pedal. The 
other two are China and India. “We 
are bullish on India but at the same 
time extremely watchful in putting 
in place proper screening and col- 
lection processes," says Eric Dhoste, 
Country Head (India), SocGen. A 
relatively new player in India, 
SocGen is expanding a recently- 
acquired non-banking finance com- 
pany (NBFC), has taken a step into in- 
vestment banking in partnership 
with Ambit Corporate Finance for 
European M&As, and started a life 
insurance venture with Indiabulls. 

SocGen isn't the only financial 
services powerhouse that's not get- 
ting bogged down in India by its 
woes in the West. Along with Citi 
(see Where Is Citibank Headed in 
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India? page 68), Credit Suisse, 
Lehman Brothers, and Goldman 
Sachs are also in investing mode in 
India. Even ups, which has accu- 
mulated credit losses of $38 
billion, has got the Reserve Bank’s 
nod to start a bank in India (UBS 
refused to participate in this story). 
“We are bringing the entire 
firm to India, across all of our busi- 
nesses,” says Brooks Entwistle, CEO 
of Goldman Sachs India. Adds Sunil 
Mehta, Country Head, AIG: “We 
have close to a dozen businesses in 
India and many of them were set 
up in the last 2-3 years. We are ac- 
tually at a take-off stage.” Credit 
Suisse is also aggressively looking at 
India. It re-established in India 
stock broking operations and in- 
vestment banking in 2007 and also 
a local wealth management busi- 
ness in 2008. “We view India as a 
strategic market for our franchise in 
Asia Pacific,” says Mihr Doshi, 
Country Head, Credit Suisse. 
Within the next three years, Credit 
Suisse aims to be one of India’s top 
three wealth management players. 
ANAND ADHIKARI 








Buying on the 
G 


heap 
As stock prices crumble, M&A 
activity begins to pick up. 

AST FORTNIGHT, AS THE BSE 

dipped below the 13,000 mark 
(at the time of writing it had re- 
covered and was closer to 14,000), 
analysts at broking firms were fran- 
tically scurrying for the next big in- 
vestment idea. One theme that 
emerged on The Street was stocks in 
the thick of M&A (mergers & ac- 
quisition) action—more specifically 
those that are seen to be sitting 
ducks for a sell-out. The focus on 
such target companies has, no 
doubt, been triggered by the sale 
of Ranbaxy Laboratories (to Daiichi 


M&A Mania 


Stocks in play outperform the markt 


Zandu 
Pharma 


Spice | 74.20 
Comm. 


Sensex 





mum July 18 
Stock prices are in Rs 5 


sum May 30 


of Japan) and Spice Comm 
tions (to Idea Cellular fro: 
Aditya Birla group). Another 
that's all abuzz is Z 
Pharmaceuticals, which the K« 
based Emami group has be 
tempting to gain control of. 
Investment bankers say s 
cash-rich corporates are on th 
for companies in high-growt 
tors, but whose stocks have t; 
battering. “We are looking f 
estate companies that have apr 
for township projects,” rev 
top official of a company that | 
terests in infrastructure de\ 
ment, and which has already 
a string of acquisitions rec 
“From an acquirer’s point of 1 
is a good time to buy compa 
says Ajay Parmar, Head of Res 
Institutional Equity, at E 
Global Financial Services. 
Another interesting ide; 
could gain currency is open ofi 
multinational companies. “ 
the market price is substar 
lower than the fair value of a 
pany, promoters of such cc 
nies try to increase their sta 
making an open offer,” ex: 
Arun Kejriwal, Director, 
Research. Kejriwal expects th 
ents of many MNCs to take a 
tage of low stock prices to in 
their stake. Recently, the Ge 
parent of BASF India made an 
offer to acquire 22.3 per cent 
at Rs 274 a share, a substantiz 
mium to the market price in 
when the offer was made. La 
increased the offer price to R: 
VIRENDRA V 
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H.K. RAJASEKHAR 


His Please-All 
Budget 


BJP government's first budget 
in Karnataka is a damp squib. 


OUTH INDIA'S FIRST INDEPENDENT 
S BJP government started off with 
a promise to replicate everything 
good the party’s regime in Gujarat 
has achieved. But Chief Minister 
B.S. Yeddyurappa’s Budget—his 
third and BJP’s first—comes as a 
disappointment. It has no bold re- 
form initiatives of the kind the NDA 
reign piloted. Instead, it’s a bundle 
of freebies—a few reasonable, many 
unjustifiable. Sample: government 


it’s an expenditure budget, with 
Yeddyurappa proposing to spend 
Rs §5,313 crore during 2008-09. 

But can he manage this size of 
revenues to match his expenditure 
targets without upsetting fiscal 
deficit targets (Rs 7,029 crore pro- 
jected for the year)? That looks un- 
likely; either the government will 
botch up on its promises or end up 
in deep red while trying to meet 
them. Karnataka is reeling under 
drought, consumers are grappling 
with unprecedented power cuts due 
to receding levels in hydel reser- 
voirs, and runaway inflation and 
hard interest rates are no excep- 
tion to Karnataka. 

And the property market in 
Bangalore, which accounts for two- 





Karnataka CM Yeddyurappa: Freebies galore, but no bold initiatives 


employees will now retire at 60, 
not 58 as of now; farmers will not 
just get bank loans at 3 per cent 
rate of interest, but free supply of 
electricity, too; milk producers will 
get an incentive of Rs 2 per litre; so 
on and so forth. 

Evidently, the Chief Minister 
has splurged tax payers’ money on 
some programmes—ike Rs 25 crore 
for this year’s Kannada literary 
meet—that have no more than a 
sentimental value. That he has im- 
posed no new levies is noteworthy, 
though there are modest measures to 
increase revenues from motor ve- 
hicles and liquor business. Overall, 


48 BUSINESS TODAY AUGUST 10 


thirds of the state’s revenue from 
stamp duty collections, is in deep 
slump. Yet, Yeddyurappa is pro- 
jecting a rosy picture of close to 
Rs 32,000 crore collection in state 
taxes. Any slip-up in that, which 
looks certain, will turn many of the 
budget programmes upside down. 

Take, for instance, the free 
power scheme for which the BJP 
regime has earmarked Rs 2,050 
crore. It’s a million-dollar question 
as to how the government will meet 
this gargantuan commitment with 
limited funds at its disposal. Clearly, 
the finance department has relied on 
last year’s figures on the cost of 


power purchase. The reality is that 
costs have gone up steeply with 
rains failing and coal in short supply. 
Some state utilities are either buying 
costly power from outside or have 
resorted to long hours of power 
shutdowns or both. When BT asked 
the Chief Minister how could he 
ensure free supply to farmers when 
the utilities could barely supply to 
paying consumers, he retorted: 
“Whatever we supply them, we will 
supply free of cost.” 

In the please-all Budget, devised 
keeping in mind the possibilities of 
imminent Lok Sabha polls, there 
are a few bright spots here and 
there. The extensive focus and funds 
Bangalore’s creaking infrastructure 
has received, for example. The 
City of rr & BT (biotechnology) will 
get Rs 1,800 crore this year for fix- 
ing existing roads and laying new 
ones, providing drinking water to 
new areas, metro rail, etc. The best 
hope for Bangaloreans, then, is for 
the promised investment in this city 
to actually materialise. 

K. R. BALASUBRAMANYAM 


Niche Huntin 


IDG Ventures seeks to find its 
niche in a crowded VC market. 


Uu: CAPITAL COMPANIES 
invested $340 million in 51 in- 


vestments in the first six months 
of this year, with more than half of 
this amount being invested in IT 
and rrES companies. While there 
are several VCs with multiple funds 
invested in the booming Indian 
market, one of the latecomers to 
this party, IDG Ventures, with over 
$3 billion invested globally, believes 
that its focus, on early stage invest- 
ments, is yet a sparsely-populated 
(and potentially lucrative) niche. 
"We want to be the first profes- 
sional investor in a company," says 
Pat McGovern, Chairman, IDG 
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yet again establish Malayala 
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SEC A & B categories, 
Malayala Manorama's 
readership has increased. 
Malayala Manorama has also 
added readers in the 20K 
income group. All these 


statistics point to one 
undeniable fact - Malaysia 
Manorama not only remains 
Kerala's undisputed No. ! 
daily, but also reigns supreme 
in the hearts of Malayalis. 
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Ventures. “Early-stage investments 
are more risky than late-stage op- 
portunities favoured by our com- 
petitors.” While IDG Ventures al- 
ready operates a $150-million fund 
in India, it is finalising a second 
$300-million fund here to leverage 
the growing number of early stage 
investment opportunities here. *The 
Indian vc market has developed 
much faster than expected. 


Gulf Connection 


Ras Al Khaimah wants to strengthen its bonds with India. 


IDG's McGovern: 


it Carly Stage [เท า า ร 


5 THE HEAD OF RAS AL KHAIMAH of IFIM Business School in the city. 
vestment Authority (RAKIA), Besides investing in India, 
Khater Massad has the ear of the Massad wants to make his region a 
most important man in the UAE: magnet for Indian companies look- 
Sheikh Saud Bin Saqr Al Qassimi, ing to target the West Asian market. 
the Crown Prince and Deputy “We want to be the #1 choice for 
Ruler of Ras Al Khaimah. End Indian companies targeting the lo- 
June, Massad was in Bangalore (he cal market,” declares Massad. He's 
piloted his own plane to the new willing to walk the talk, too, point- 
airport) to court and be courted. ing to the $2-billion foreign in- 
After all, RAK has big plans in India: — vestment attracted by RAK in the last 
these range from $4-billion invest- two years “We have attracted 50 
ment in IT and hospitality in Tamil companies from India from indus- 
Nadu to a $2-billion aluminium tries such as polyester, automo- 
smelter in Andhra Pradesh to ex- biles and steel. We also want to 
pansion of its ceramics business — attract Indian IT companies and 
with a new plant and then a $2- — we're building a 250-acre rr park to 
billion real estate venture. “There is attract technology companies, es- 
a huge market here for us and we're pecially from Bangalore," he says. 
eager to tap this opportunity," says RAK is willing to roll out the 
Massad, who took the opportu- red carpet to attract these compa- 
nity to address the 12" convocation nies: 100 per cent repatriation of 
earnings, easy import and export of 
people and raw materials and waiv- 
ing of corporate, sales and other 
taxes are just some incentives to in- 
vest in the region. And just to make 
sure vou can get there, RAK Air, 
the principality's own carrier, plans 
to expand its network in India. 
From flying just to Calicut in 
Kerala, the airline should soon fly 
to Bangalore, Hyderabad, Chennai 
and Nagpur. Now, that's a business 
model you can't beat. 
RAKIA's Massad: Courting India RAHUL SACHITANAND 
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Entrepreneurship is no longer seen 
as a career gamble here," says 
McGovern. 

While early entrepreneurs focu- 
ssed primarily on software services 
ideas, he believes the market has 
expanded in the last couple of years. 
"Technology is no longer just IT 
for Indian entrepreneurs. Now it 
covers medical electronics, semi- 
conductors, software products and 
engineering," McGovern explains. 
The expansion in focus also means 
that the IDG Ventures team is 
swamped by up to 100 proposals 
every month, but only a tiny frac- 
tion is worth a second look. “We 
will finalise maybe 10 of these com- 
panies and invest in just a couple of 
them,” he says. To sieve this torrent 
of proposal, IDG Ventures relies on 
a few metrics to identify ideal in- 
vestment opportunities. “There are 
a lot of dream concepts out there 
without adequate research to back 
up their ideas,” says McGovern. 
Instead, IDG Ventures needs to see a 
company that will be disruptive in 
its field, have a “special secret sauce” 
that distinguishes it from its rivals 
and must have a viable (and scala- 
ble) business model to investors. 

McGovern points to 3DSoc, a 
provider of 3D compression solu- 
tions (and part of this magazine’s 
Hottest Start-Ups listing this year; 
see issue dated May 18) to explain 
this trend. “3D modelling is a 
tough market, but what makes it 
stand out is its compression tech- 
nology, which is streets ahead of 
the competition,” argues 
McGovern. Given its early stage fo- 
cus, IDG Ventures acts as some- 
thing of a mentor to its portfolio, 
say executives, with top managers 
spending up to 25 per cent of their 
time making customer introduc- 
tions to their portfolio. “We have 
diverse operating backgrounds 
ranging from IT to consulting and 
we can use our experience to guide 
new entrepreneurs," says Sudhir 
Sethi, Founder, Chairman and 


em 


` Malayala Manorama leads 
across South, Central & 
| Malabar regions 


latest IRS results reveal Kozhikode, Kochi and that Malayala Manorama is 
that Malayala Manorama Thiruvananthapuram. The the single most relevan 
enjoys a clear readership findings reaffirm the fact ^ medium across Kerala. r 
advantage in all the three » 
socio-cultural regions of 
kerala. The new readership o 
igu = emphatically prove (South 
Malayala Manorama's lead- 
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“and Malabar regions. More- 
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~ readership across the three 
. major cities of Kerala - 
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Managing Director of IDG Ventures 
India. He argues that well-estab- 
lished vcs have graduated from 
(smaller) early stage investments 
and moved on to managing multi- 
ple funds in later tranches, often in- 
volving $20 million or more 
pumped into each company. “This 
has left the early stage market rel- 
atively uncluttered with just five 
or six VCs to focus on a rapidly 
emerging niche," Sethi says. 
Despite IDG Ventures’ bullish- 
ness on the Indian market, there 
could be trouble on the horizon 
for the industry. As the global econ- 
omy slows, investors like IDG 
Ventures are being made to wait 
longer for viable returns and some 
options (IPO and leveraged buy- 
outs) may have reduced or closed 
all together. “We don’t see a slow 
down in the market, only slower re- 
turns. We have even launched 
funds in other markets, including a 
$150-million one for Eastern 
Europe,” McGovern contends. 
Actually, that’s not surprising. 
Unlike public equity investors, VCs 
invest for the long haul. 
RAHUL SACHITANAND 





CUMI Gets 
Aggressive 


The Murugappa Group company 
is aiming for a global top slot. 

HE PAST 12 MONTHS HAVE BEEN A 

watershed for Carborundum 
Universal Ltd (CUM), part of the Rs 
9.582-crore, Chennai-based 
Murugappa Group. Two interna- 
tional acquisitions and commence- 
ment of operations of its Chinese 
joint venture—all in a year’s time— 
have catapulted CUMI from just be- 
ing India’s largest abrasives maker to 
a global player with manufactur- 
ing operations in China, Russia and 
South Africa, apart from India. 

In June last year, CUMI acquired 
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the world's second-largest silicon 
carbide manufacturer—Volzhsky 
Abrasive Works (vAW)—for $43 
million. Located in the Volgograd 
region of Russia, VAW has an in- 
stalled capacity to produce 65,000 
tonne of silicon carbide and 50,000 
tonne of bonded abrasives. It also 
manufactures super refractories. 
The year 2007-08 also saw CUMI 
commission its Chinese Jv, Jingri- 
CUMI Super Hard Materials Co. 
Ltd, which can produce 2,000 
tonnes of resin-bonded abrasives 
and 1,000 tonne of vitrified-bonded 
abrasives a year. It entailed an in- 
vestment of $8 million. 

More recently, this month CUMI 
announced that it was acquiring a 
51 per cent stake in Foskor 
Zirconia (Proprietary) Ltd, a South 
African company (for around $25 
million) and third largest zirconia 
producer in the world with an an- 
nual capacity of 4,200 tonne. 
"When we drew up our strategic in- 
tent, it was decided that CUMI’s fo- 
cus would be on high performance 
material—abrasives, ceramics and 
refractories. The game plan was to 
become a global leader in this seg- 
ment," says K. Srinivasan, 
Managing Director, CUMI. 

To achieve this, the company 
had devised a four-pronged strategy 
that involves organic growth, ac- 
quisitions, last-mile connectivity to 
customers and innovative prod- 
ucts. It has invested more than 








CUMI's Srinivasan: Has set his sights on BRIC countries to gain a competitive edge 


$100 million in green field expan- 
sions in India over the past four 
years. This includes a 3,000-tonne 
bonded abrasives facility in 
Uttaranchal, tile and met cylinder 
plants in Hosur and a refractory 
unit in Ranipet (Tamil Nadu). Its 
existing facilities are also being ex- 
panded. “As far as our acquisitions 
are concerned, they will preferably 
be in BRIC countries. Our businesses, 
by nature, are energy and material 
intensive. In our view, it is the BRIC 
countries that will have long-term 
sustainable competitive advantage 
when it comes to mineral and en- 
ergy," says Srinivasan. That ex- 
plains CUMI's investments in Russia 
and China. In the us and Europe, it 
is looking at acquisitions that offer 
niche brands and customers. *We 
do not plan manufacturing facilities 
there," notes Srinivasan. 

As a result of these investments 
and acquisitions, CUMI expects its 
revenues to jump to Rs 1,500 crore 
in 2008-09. Its total consolidated in- 
come in 2007-08 was Rs 991.70 
crore and profits stood at Rs 118.87 
crore. "We hope to have consoli- 
dated revenues of Rs 2,000 crore by 
2010 and emerge among the top 
three or four players in the world," 
says Srinivasan, adding, "going for- 
ward we think we can be the world 
leader." It's a different wind that's 
blowing through the conservative 
Murugappa Group company. 

N. MADHAVAN 
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What the 
Patient Ordered 


Healthcare outsourcing has 
few pan-India players. 


T IS A BILLION-DOLLAR MARKET 
[with hardly any national-level 
player. Outsourcing in the Indian 
healthcare sector is a huge but highly 
scattered activity with most players 
opting for outsourcing services lo- 
cally. This is despite the fact that 
hospital chains have been mush- 
rooming and more players are hav- 
ing to deal with issues of IT, food & 
beverages, recruitment & manpower 
training, accounts, facility and equip- 
ment maintenance. According to a 
recent Healthcare Outlook report by 
consultants Technopak, healthcare 
outsourcing is a roughly $1-billion 
market that’s expected to grow ata 
cumulative average rate of 20 per 
cent over the next few years. “The 
main reasons for outsourcing of 
services include functional and in- 
dustry specialisation, and cost and 
technology considerations. The out- 
sourcing providers are offering a 
wide array of highly sophisticated 
specialised services at an affordable 
cost to the provider. In turn, the 
contractors get a larger market share, 
making the arrangement mutually 
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Hospital catering: 
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beneficial,” says the report. 

But from the user’s perspective, 
the market is still fragmented, with 
no national-level integrated player 
capable of handling the specialised 
outsourcing needs of hospitals. 
“There is a real need for some spe- 
cialised, nationwide player in this 
field as it is growing and, typically, 
today it would be 5-7 per cent of 
revenues for most healthcare play- 
ers. This would mean big money 
if one is looking at bigger players. A 
nationwide single player would 
mean greater standardisation,” says 
Vishal Bali, CEO, Wockhardt 
Hospitals Group. 

Bali adds that the rationale for 
outsourcing is “always embedded 
with higher efficiency and cost ad- 
vantage. Both can be delivered only 
by players who specialise in these ac- 
tivities and have a national foot- 
print and scale”. The opportunities 
are varied. For instance, there’s space 
for a large player to create a spe- 
cialised hospital dietary catering 
service, and cater to multiple hos- 
pitals. Similarly, as Bali points out, 
there is an opportunity for a large- 
format, specialised hospital clean- 
ing services company, a concept es- 
tablished by Servicemaster Company 
in the Us. Maintenance services is 
another area of specialisation that 
could attract a pan-India player. 

One firm that has made steady 





progress is the Mumbai-based 
Radhakrishna Hospitality Services 
(RKHS in quick-speak). It began by 
offering catering services to off- 
shore and maritime players 30 years 
ago. In 1995, it sensed an oppor- 
tunity in the healthcare space and 
began providing food services to 
Lilavati Hospital in suburban 
Mumbai. Today, it offers these 
services to 42 hospitals, including 
the likes of Apollo and Max Hea- 
Ithcare; and its range of offerings 
has gone beyond food services to 
include housekeeping, laundry, 
some technical services (electrical) 
and facility management. It has 
plans to get into maintenance of 
medical equipment. Other than 
healthcare, it offers services to 
players in rr/BPO, travel, education, 
manufacturing industries, offshore 
and maritime. “Today, food serv- 
ices constitute 80 per cent of our 
total turnover and facilities man- 
agement close to 15 per cent. But 
in 4-5 years we expect food serv- 
ices to be 60-70 per cent and fa- 
cilities management at around 25 
per cent," says Sunil Nayak, CEO, 
RKHS. In 1996-97, RKHS had a 
turnover of Rs 32 crore. The com- 
pany expects to hit Rs 500 crore by 
March 2009 and three times that 
number over the next five years. 
Now you know how! 

E. KUMAR SHARMA 


No Borders 
for Risk 


Have the stomach to invest in 
mid- and small-caps overseas? 








OW'S THIS FOR AN INVESTING 
Pi osntinit-mac can buy 
shares of listed as well as unlisted 
mid-cap and small-cap companies 
outside India with a minimum inve- 
stment of Rs 5 lakh (but within the 
Reserve Bank of India's prescribed 
limit of $200,000 per year); and, for 
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good measure, you don't need to 
pay an advisory fee. Well, that's a 
service being offered by the re- 
cently-formed KZen Equities. The 
Pune-based firm calls this “private fi- 
nancing", a concept that's popular in 
developed markets. *Our focus is to 
enable Indian investors to diversify 
their portfolio globally," says Kiran 
V. Patel, Chairman, KZen Equities. 
He says RBI regulations have per- 
mitted overseas equity investments 
for some time, but actual invest- 
ments have not really picked up 
due to a lack of India-based service 
providers in this area. 

There is a possibility of high re- 
turns via this route, says John 
Moore, a former banker with 
Barnings Bank, and now Managing 
Director & CEO, KZen. Here's how: 
KZen gets a mandate from com- 
panies outside India to raise funds 
for them, and gets a fee for this 
service. KZen in turn approaches in- 
vestors with an appetite for taking 
risk in such companies. For instance, 
it claims to already have mandates 
from three companies. *One is a 
Us-listed telecom company with 
business in China; another is a 
Brazilian firm operating in bio- 
fuels," says Moore without disclos- 
ing the names of these companies. 
The us-listed company's stock is 
currently trading at 50 cents; to get 
listed on a bigger exchange in the us, 
it needs to hit a minimum price of 
$3. Moore expects this stock to 
reach that level after raising the 
requisite funds from investors. 

"Our team will look for such 
investment opportunities that have 
the potential to multiply over the 
years," says Hemant Thorat, 
President (Sales & Operations), 
KZen. The company says it will 
help investors get regular updates 
and even meetings with the man- 
agements of investee companies. 

The opportunity, of course, has 
some dangers attached. There is an 
exit risk in an unlisted company in 
case it does not get listed in a few 
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Shanghai Stopover 





A delegation of marketmen spends a week in China. 


N THE FIRST WEEK OF JULY, A MOT- 
ley crew of policy makers, reg- 
ulators and market experts set out 
on a trip to China. Their objective? 
To find out how different the 
Chinese financial markets are from 
the ones back home. The delega- 
tion comprised two Finance 
Ministry officials—Arun Rama- 
nathan, Secretary, Department of 
Financial Services and K.P. 
Krishnan, Joint Secretary (Capital 
Markets); M.S. Ray, Executive 
Director, Securities & Exchange 
Board of India (SEBI); Gagan Rai, 
Managing Director & CEO, 
National Securities Depository 
Limited (NSDL); and Ravi Narain, 
Managing Director, National Stock 
Exchange. The group met up with 
senior officials at China's Finance 
Ministry; the market regulator— 
the China Securities Regulatory 
Commission (CSRC); the banking 
regulator—the China Banking 
Regulatory Commission; and the 
Shanghai Stock Exchange. 
Interestingly, this interaction 
comes at a time when Chinese in- 
vestors have started looking at 
India as an investment destina- 
tion. In January this year, the 
China International Fund 
Management Company registered 
with SEBI as a foreign institutional 
investor (FII). BT learns that a few 
Chinese sovereign wealth funds 
have also started investing in India. 
The delegation discovered that 
the Chinese market faces a similar 
set of challenges and issues in 
terms of the effectiveness of cap- 


ital controls. Both sides seemed to 
agree that capital controls do not 
work. “Unless you can figure out 
why it is coming into the country, 
no matter how much control vou 
impose, money will come in, any- 
way," says a person familiar with 
the developments during the 
China trip. 

Indeed, there are a lot of simi- 
larities between the financial mar- 
kets of the two economies. For in- 
stance, during the past 2-3 years 
both economies got dispropor- 
tionate investments from Fils, who 
drove share prices to record highs 
in both markets. Since 2006, the 
Chinese market has become more 
open to foreign investors; this was 
enabled by increasing the quota 
for investments by Fis, and relaxing 
the entry and exit rules for for- 
eign investors. Such liberalisation 
saw China and India become the 
best performing stock markets 
across Asia in 2007. The Morgan 
Stanley Capital International (MSc) 
Index for China and India gained 
63 per cent and 71 per cent, re- 
spectively, in that year. The down- 
turn has been equally sharp for 
both markets—India and China 
have been the worst performers 
in Asia ever since global markets 
turned volatile in January. For the 
year, till July 16, the Msci China 
and India indices have fallen 30 
per cent and 46 per cent, respec- 
tively. Clearly, bearish times are 
as good a time as any to take home 
learnings from foreign markets. 

RACHNA MONGA 
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years; and there's the standard risk 
that comes with investing in mid- 
cap and small-cap companies. On 
the regulatory side also, there could 
be some questions raised as KZen is 
not registered with the Securities & 
Exchange Board of India as an ad- 
visor. It is regulated by the RBI for 
repatriation of foreign exchange. 
“We follow all the know-your-clients 
norms and other norms as prescribed 
by the regulators," says Rahul Patel, 
Chief Investment Officer, KZen. 
VIRENDRA VERMA 








Play Safe and 
Win Some 


Structured products are a good 
hedge in volatile times. 


T PAYS TO HEDGE IN VOLATILE 
Niet least banks offering the 
option of investing in structured 
products will agree with that. And at 
last count there were quite a few of- 
fering this service. These include 
SG Private Banking, ICICI Securities, 
Stanchart and—the latest to launch 
structured products—Barclays 
Capital. Says Nipun Mehta, 
Executive Director & Head-Private 


Banking, SG Private Banking India: : 


“The market is passing through 
very uncertain times. Equity markets 
have come off substantially, debt 
markets are heading for tough times 
and the Indian economy seems to be 
facing some headwinds. Investors 
have faced a lot of discomfort as a 
result, and are looking for some 
level of certainty. This has high- 
lighted the need for structuring 
product offerings to suit client 
needs.” Mehta adds that structures 
are being built across various asset 
classes to protect investors from 
the market turmoil. 

“It is currently an untapped mar- 
ket and there is a huge potential 
for growth,” points out Dixit Joshi, 
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Managing Director, Barclays 
Capital, as he goes on to explain the 
advantages of structured products. 
“Investors in India today are in an 
environment that limits them to 
just holding shares. But what if you 
don’t want the downside risk that 
shares have and yet want an up- 
side—that would be the ideal situ- 
ation. Structured products offer 
precisely this. They protect capital 
and also offer an upside of the par- 
ticipation in equity markets.” 

In such climes, as Anup Bagchi, 
Executive Director, ICICI Securities, 





ICICI's Bagchi: Challenges remain 


points out, it is structured products 
with principal-protected/capital- 
protected structures that are evoking 
interest. These enable clients to pro- 
tect their principal by foregoing 
some portion of an upside in case 
markets do look up. 

Here’s how structured products 
work, in simple terms: If an in- 
vestor puts Rs 100 in a structured 


product (with, let's assume, a two- . 


year maturity), Rs 84 could be al- 
located to debt and Rs 16 to equity 
(the Nifty index). An 8 per cent in- 
terest on the debt component of 
Rs 84 will give approximately Rs 16 


as interest in two years, which en- 
sures that the principal (Rs 100) is 
intact. If we assume that the Rs 16 
allocated to equity doubles in two 
years, the investor will get Rs 32. 
Thus, at the end of the term, if the 
Nifty looks up, the investor gets Rs 
132— in other words, a 32 per cent 
return on his investment. If the 
Nifty were to go down, the yield on 
the debt component would still 
protect the capital. 

For the moment, Barclays 
Capital's structured product will 
only have exposure to equities. But 
there are several alternative asset 
classes that SG Private Banking 
India is offering its clients. These 
include debt-related products and 
structured products through third- 
party partners. 

While there is potential for struc- 
tured products in India, there are 
challenges in terms of awareness. 
According to Bagchi, currently the 
ticket sizes are large at around Rs 10 
lakh; hence these products are ac- 
cessible only to relatively large 
clients. *We feel that for participa- 
tion to increase, two conditions 
need to be met. First, the ticket 
sizes must come down to below Rs 
1 lakh and secondly liquidity must 
be available at a reasonable cost 
against these instruments." 

ANUSHA SUBRAMANIAN 








Prescription for 
Transcription 


A talent crunch could play 
spoilsport in Cbay's growth. 
DECADE AGO, WHEN YALE GRAD- 
Phan Raman Kumar launched 
Cbay, taking sensitive patient data 
overseas (especially) to India was 
unheard of; most doctors, clinics 
and large hospitals relied on in- 
house teams for medical transcrip- 
tion. Wary prospects either shut 
the door on him or took months to 


PAWAR 


DEEPAK G 


decide on whether to trust tran- 
scriptionists in remote Bangalore 
with sensitive data. In the global 
transcription market (valued at up to 
$22 billion, according to various 
estimates), only $5-7 billion is out- 
sourced, and the rest continues to be 
done in-house. According to Kumar, 
the first wave of outsourced and 
offshored medical transcription was 
led by large hospitals; large clinical 
practices and individual doctors 
only recently started steering work 
to locations such as India. “Diction 
and grammar are not the only is- 
sues. Certification is a slow process 
and Indian transcriptionists can take 
up to two years to become one- 
third as efficient as an American," 
explains Kumar. For years, com- 
panies such as Cbay have had to 
rely on an army of supervisors (as 
many as 40-50 for every 100 Indian 
employees) to make sure there are 
no medical or grammatical errors in 
work sent from here. 

Now, however, Kumar claims 
that a couple of key trends are com- 
pelling a wider audience to con- 
sider offshore medical transcrip- 
tion. For one, there's an on-going 
talent crunch in the us, with the 
total pool shrinking from around 
300,000 when Cbay first opened 
shop to under 100,000 today. Then, 
a meltdown in the industry four 
years ago saw up to 1,500 mainly 


Chay’s Kumar: Cost player 





It’s Never Too Late 


Unisys looks to play catch-up in a competitive IT services market. 


N ITS 132-YEAR HISTORY, THE COM- 
pany that is today a $5.65- 
billion rr giant, Unisys, has mor- 
phed from devising the world’s 
first commercially viable typewriter 
to building adding machines and 
ENIAC, the world’s first large-scale 
business computer. Despite this 
legacy, Unisys has been something 
of a laggard in India. It set up an 
offshore IT centre only four years 
ago and trails larger rivals IBM, 
Accenture and EDS in the market. 
Indian competitors, too, have ex- 
panded into global IT services 
providers and changed the rules 
of the game. Today, Unisys India 
has around 2,400 people at its cap- 
tive centres and another 1,000 peo- 
ple with partners, compared to 
over 60,000 for BM and 35,000- 
plus for Accenture, that have 
bought and built their presence 
here. “We have a lot of catching 
up to do in the offshoring mar- 
ket," admits Kumar Parbhas, 
Managing Director, Unisys India. 
“We need to better leverage the 
opportunities offered in India." 
Parbhas adds that the firm has a 
stated goal of having around 20 


mom-and-pop businesses in the Us 
shut shop and leave the market to 
four or five large players. Cbay has 
taken a further step in this consoli- 
dation with a $285-million acqui- 
sition of Medquist from Philips. 
*Medquist has around 5,000 people 
on shore and access to a large cross- 
section of customers," says Kumar. 
While SAC and Lehman have taken 
a controlling interest in Cbay (for 
around $123 million), it has also 
issued debt to cover the cost of this 
acquisition. “This is a win-win for 
both companies," proclaims Kumar. 
“We will use our lower cost base 





Unisys' Parbhas: In on the act 


per cent of its resources in offshore 
locations, and India is expected to 
lead the way on this front. 
According to some estimates, Unisys 
India’s headcount will treble to 
over 6,000 over the next couple of 
years, but Parbhas is unwilling to 
provide specific expansion targets. 
“Internally, we are highly-rated in 
areas such as IT infrastructure man- 
agement, where we are one of the 
global centres of excellence and 
application services," claims 
Parbhas. Besides, Unisys India is 
building a fast-growing BPO busi- 
ness, with the centre sharpening 
its skills and being given a higher- 
level problem resolution focus. 
RAHUL SACHITANAND 


here to enhance Medquist’s prof 
itability.” Before he can do that, he 
will have to deal with potentialh 
damaging litigation by minorit 
shareholders oppi sed to the deal 
As Cbay looks to digest this larg: 
deal (its revenues at $70 million 
are much less than Medquist’s $340 
million), Kumar is also building a 
large talent pool tor his company 
and the industry. “We have trained 
around 10,000 people and employ 
around 5,000 of them. We need at 
least 25,000 pei ple in the industry 
here,” he explains. 
RAHUL SACHITANAND 
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HEN ELEPHANTS FIGHT, 
goes the adage, the 
grass suffers. When 
the Ambani brothers 
do battle, one is 
tempted to add, it's impossible to 





determine who is winning. Just 
when you think the advantage is 
with one of them, a few thrusts 


and parries later, it swings to the 


other. Consider: In the first week of 


July, when the spotlight was centred 
on Amar Singh, Secretary General 
of the Samajwadi Party (SP) and the 


king maker on whom the fate of 


the United Progressive Alliance (UPA) 
depended, the pendulum appeared 
to have swung in favour of 
younger brother Anil. Singh, af- 
ter all, had come out with all 
guns blazing in an attempt to 
coax the government to intro- 
duce policy proposals that did- 
n't seem to be doing Mukesh, 
Chairman of Reliance Industries 
(RIL), any favours. A proposal 
to introduce a windfall profit 
tax on private petroleum com- 
panies (like RIL) and another to 
scrap the export-oriented unit 
(EOU) status of such private re- 
fineries were just two potential 
roadblocks to the till-now-re- 
lentless progress of the RIL jug- 
gernaut. The elder Ambani ap- 
peared to have been pushed on 
the back foot. 
Not for long. A few 

days later, on July 
17 RIL appointed 
an arbitrator to 
settle a dispute 
with Anil’s 
Reliance Commu- 
nications (R-Comm), 
which was seeking to cut a 
merger deal with South African 
telecom giant MTN. The Mukesh 
camp did not favour this trans- 
action as it felt that R-Comm 
should first allow RIL the right of 
first refusal before venturing to 
swap equity with another player. 









— For Anil 


A day after the arbitrator's appo- 
intment came an announcement 
that R-Comm and MTN had mu- 
tually decided to call off the deal. 
Suddenly it was advantage 
Mukesh. But at the time of writ- 
ing, it seemed the play for MTN 
was far from over, with the Anil 
camp hinting that it has enough 
legal remedies in its armoury. 
For observers following the 
Ambani vs Ambani slugfest over 
the past four years now, last fort- 
night would appear to be just an- 
other day in the arena for the two 
billionaire gladiators. The MTN saga 
was just a sideshow to the tug of 


WHAT'S AT STAKE 
FOR THE BROTHERS 





m The Dadri power project in Uttar 
Pradesh could become a reality if it 
gets the required supply of gas from 
Reliance's blocks in the K-G 
basin. A favourable minister at the 
helm of the Ministry of Petroleum 
and Natural Gas could help 


m Can hope for additional GSM spectrum 
for his telecom ventures; would help if 
companies like Bharti and Vodafone 
have to pay more for spectrum that they 
are holding in excess of 6.2 MHz 


พ An increase in the limit on foreign 
direct investment in the insurance 
sector from 26 per cent to 49 per cent 
will come as a shot in the arm 


For ไน แอ ง ก 

แพ Freedom from the compulsion to offer 
40 MMSCMD of its gas production from 
K-G basin to Anil's companies 


พ Allowing foreign direct investment in 
organised retailing will enable him to 
de-risk his retail venture 


ไพ Escape the sudden prospect of windfall 
tax that has been brought up by 
Amar Singh to tax companies that may 
benefit from high oil prices 


war at the Centre as the UPA gov- 
ernment attempted to stay afloat. As 
Amar Singh appeared to be keen 
to push through policies that ap- 
parently favoured Anil, in exchange 
for promising the SP’s support to 
the UPA (in place of the Left parties 
that had pulled out), Mukesh was 
quick to react by meeting up with 
Prime Minister Manmohan Singh. 
As an old Ambani hand points out: 
“When your companies’ revenues 
add up to 5 per cent of the gross do- 
mestic product of the country, you 
tend to have your people every 
where, in every party. And, like po- 
litical parties, businessmen also issue 
their own whips to parliamen- 
tarians who are aligned 
with them." That 
also means you 
need to have a say 
in everv fight that 
is being fought. 

It would appear 
as if the Mukesh camp 
did enough to keep MTN away. 
As one insider in the Anil camp 
asks: *Will you buy a house if a 
neighbour claims he has some 
rights over it?" Yet, RIL’s inter 
vention may not be the only 
reason for the transaction falling 
through. A bigger factor could 
simply be that a deal just wasn't 
workable. A few davs before 
the exclusivity period for ne- 
gotiations (which had been ex 
tended once) was to end, the 
Anil camp seemed to realise 
that the odds were against an 
acquisition taking place. R- 
Comm had no wav of directly 
acquiring 51 per cent in MTN— 
even reaching 35 per cent 
would have been a problem. 
Information also trickled in that 
the Mikati family of Lebanon 
probably controlled more than 
10 per cent in MTN through 
other entities. Najib Mikati is a 
former prime minister who 
could be prime minister again. 
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MAN IN THE MIDDLE 


Some of Amar Singh's questions in Parliament that concern the Ambanis... 
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m Heads should roll: Primarily those {Obata farol 


of Finance Minister P. Chidambaram, 


Petroleum Minister Murli Deora and 


RBI Governor Yaga Venugopal Reddy 


(He has since denied this. Said he is 
a friend of the FM but has some 
issues with Deora and Reddy) 


m Existing telecom operators should pay 


more for spectrum allocations in 


excess of 6.2 MHz. This hurts rivals of 


Reliance Communication like 
Vodafone and Bharti. As R-Comm is 


largely a CDMA operator, its spectrum 


allocation is below that figure 


m The first disinvestment should be that 


of government institutions like UTI 
and LIC divesting their stake in ITC. 
This could set the stage for 
cash-rich private sector promoters 
to get a piece of ITC 


m introduce windfall profit tax, which 
will hurt players in the petroleum 


sector, like Mukesh Ambani's Reliance 


as well as Cairn India and ONGC 


m Don't allow foreign direct investment 


in the retail sector. This reduces the 
chances of a foreign retail giant 
buying into Mukesh Ambani's 

retail venture 


เพ Keep an open mind on pension and 
insurance reforms—can benefit 
Reliance Capital 
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And MTN chairman Cyril 
Ramaphosa could be the next 
president of South Africa. Such 
heavyweight negotiators on one 
side may have been one reason for 
R-Comm to bow out of the talks. 

The Anil camp didn't waste the 
opportunity to come down heavily 
on the rival camp when it 
announced that it would initiate 
arbitration proceedings—RIL was 
tarnishing India's image in foreign 
eyes, it thundered. There may be 
some truth in that statement, 
although it's difficult to pinpoint the 
blame just on anyone of the broth- 
ers. As one battle-weary veteran at 
one of the camps says: “This looks 
like an endless war now, which is 
not doing anyone any good. Instead 
of being looked upon as business 
leaders and community leaders, the 
Ambani brothers are being looked 
upon as people who bicker over 
every available issue. It will hurt 
every time they go for a deal with 
companies abroad.” 


Back to the Future 
The brothers have enough bad 
history between them to last a life 


time. They parted ways on June 
18, 2005 after signing an agree- 
ment on the day before, which 
was also signed by their mother 
and their sisters. The agreement, 
many say, has just one copy and is 
kept with mother Kokilaben D. 
Ambani. Is it a legal document? 
That's a multi-billion dollar 
question to which few have an 
answer. The agreement divided 
the businesses between the two 
brothers. Later, RIL created a 
scheme of demerger, and four new 
companies were created and man- 
agement control handed over to 
Anil. However, the agreement it- 
self has got the brothers squab- 
bling. Anil's Reliance-Anil 
Dhirubhai Ambani Group (R-ADAG) 
has written hundreds of letters to 
RIL, citing how the elder brother's 
group is violating the June 17 
agreement. RIL has written back 
saying that its board does not 
recognise any such agreement and 
is bound only by the scheme of 
demerger that had been passed by 
its board of directors and the 
shareholders and to which the 
Bombay High Court had given its 
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nod on December 9, 2005. 

Here's proof of that. Documents 
that were made available to Business 
Today reveal that on July 24, 2007 
RIL company secretary Vinod 
Ambani wrote to Reliance Energy: 
“I have been further directed to 
state that the Board of Directors is 
neither privy to nor concerned with 
any family arrangement by whatever 
name called among the promoter 
family and Reliance Industries is 
not bound by any such arrange- 
ment or any arrangement or agree- 
ment to which it is not a party." 
Harish Salve, the RIL counsel, had 
called the family agreement “a piece 
of trash" in the Bombay High Court 
in April this year. 

It is an interesting situation 
where the R-ADAG side continues 
to refer to the agreement; and RIL 
writes back to say this agreement is 
not relevant. RIL swears by a set of 
agreements that was signed by it 
and the four companies that were 
being demerged on June 12, 2006. 
Anil challenges these agreements, 
saying the manner in which they 
were signed was unfair as the com- 
panies were still under RIL’s con- 


The Ambani brothers’ mother 
may once again have to 
intervene to usher in peace 


KOKILABEN D. AMBANI 
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TOMORROW'S ENERGY? 


An Amar Singh-promoted hydel power company blazes a trail on Dalal Street, 
but not for long. 


Progressive Alliance (UPA)-led government started floating on the 

political streets of Delhi early this month, smart traders on Dalal 
Street were actively trading a little-known company called Energy 
Development Company (EDC), a firm that generates hydro-electricity 
and sets up hydro-power plants. The buying interest was so aggressive that 
within six trading sessions the stock price rose 50 per cent. Between July 
7 and July 14, the stock price rose to Rs 150.7 from Rs 100—this was 


a time when the SP was > 
Shooting Star 


aggressively negotiating with 
EDC has seen unusual buying interest. 


À S THE NEWS OF THE SAMAJWADI PARTY (SP) SUPPORTING THE UNITED 


the UPA government on pro- 
viding support. 

So, what's so special about 
EDC? Nothing much really, ex- 
cept that its Chairman is one 
Amar Singh, General Secretary 
of the SP. Also on the board of 
EDC is film star Amitabh 
Bachchan, who holds a 3.64 
per cent stake in the company. 
As one trader put it, the stock 
has been rising because of the 
AAA connection (you don't 
need to be Einstein to figure 
out who is the third A). 

The financials of EDC 
aren't unimpressive, with its 
growth and margins meriting a closer look. The company reported a net 
profit of Rs 16.33 crore for the year ended March 2008, compared to Rs 
9.1 crore in the corresponding period last year. Revenues increased to Rs 
65.74 crore from Rs 61.67 crore during the same period. 

In its annual report for 2006-07, the company has talked about a con- 
tract business, which had revenues of Rs 52 crore in that financial 
year; and that future focus would be on infrastructure, either as developer 
or contractor. A company official, who declined to be named, says EDC 
is in the process of setting up a hydro power project on a turnkey basis over 
the last two years and this has resulted in increased revenues and prof- 
its. The official adds that Ayyappa Hydro Power, a wholly-owned subsidiary 
of EDC, is setting up a 7-megawatt hydro power plant in Kerala and another 
15-megawatt unit in the state. The company has also signed a pact with the 
Arunachal Pradesh government to develop five hydro-electric projects totalling 
210 megawatts on a build-own-operate-transfer basis. Amar Singh and EDC 
Executive Director Sanjiv Saraf were not available for comment. 

At the time of writing, EDC's honeymoon with punters seemed to be 
over, with the stock down 20 per cent from its peak. The recent run-up 
may have had little to do with its fundamentals, but if the projects in 
EDC's pipeline do materialise, the scrip could make it into long-term 
investors' portfolios. 
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Chidambaram, Deora, and RBI Governor Reddy faced heat from Amar Singh for not 
managing the inflation well, letting the rupee fall and increasing fuel prices 





P. CHIDAMBARAM 
Finance Minister 


trol. As one insider points out: *The 
brothers can go on fighting. And 
depending on whose office you are 
sitting in, either side's argument 
can seem logical and legally valid. 
Between the two agreements, it is a 
chicken and egg kind of a story." 


Power Equations 

It's against such a backdrop of un- 
relenting sabre-rattling that the mus- 
cle-flexing of the Ambanis in the 
capital takes on dangerous propor- 
tions. Government officials have 
denied that Mukesh had gone to 
meet the Prime Minister to discuss 
Amar Singh’s allegations; 
Manmohan Singh's media adviser 
Sanjaya Baru had described it as a 
routine meeting between the Prime 
Minister and an industry leader. A 
government insider says it was 
"business". *Mukesh is a business- 
man and someone had been rail- 
ing against him quite publicly, so he 
went to set the record straight. RII 
has been close to the UPA govern- 
ment and Sonia Gandhi has even 
used Mukesh's private jet on some 
of her personal and official trav- 
els." Mukesh is understood to have 
argued against the windfall profit 
tax that Amar Singh has been ar- 
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MURLI DEORA 
Petroleum & Natural Gas Minister 


guing for, explaining how that 
would prevent the expansion of re- 
fining capacity in India. 

Amar Singh’s reasons for turning 
the heat on the ruling UPA are clear- 
cut, but to be sure, he isn’t the first 
politician to meddle in corporate 
rivalries. Consider, for instance, an 
ultra-mega power project that was 
originally allotted to the Lanco 
group, but which was eventually 
disqualified after certain anomalies 
were discovered in the bid it had 
submitted. However, there were 
quite a few parliamentarians who 
were separately questioning Lanco's 
eligibility to bid for the project. 
Lanco was disqualified and R-ADAG’s 
Reliance Energy, which was the next 
lowest bidder, was awarded the proj- 
ect. Another example of ministerial 
intervention is when Andhra Pradesh 
Chief Minister Y.S. Rajasekhar 
Reddy fought against RIL’s pricing 
formula for the gas from the K-G 
(Krishna-Godavari) basin by writ- 
ing as many as 23 letters. The letters 
were often cited by R-ADAG in its ar- 
guments on pricing of the gas. These 
are not isolated cases as often letters 
are written by politicians address- 
ing the Prime Minister or other au- 
thorities; a little reading between 





Y.V. REDDY 
Governor, Reserve Bank of India 


the lines can reveal possible busi- 
ness interests hidden in the agenda. 


No Reason to Fret 

Market men love to point out that 
although the brothers continue to 
slug it out, shareholders have little 
reason to complain. Says V.K. 
Sharma, Whole-time Director & 
Head of Research at Anagram 
Stockbroking: “I think the healthy 
sibling rivalry has helped the share- 
holders, who have seen better than 
market returns in their stocks. 
Family feuds in corporate India or 
for that matter in the West are 
nothing knew. The basic differ- 
ence between 2005 and 2008 is 
that Anil has made a mark for him- 
self in the time being. His confi- 
dence in his advisers and close 
aides may be more today than 
what it was in 2005. This new- 
found confidence could make Anil 
a tough customer to talk to.” 

But such battles do take their 
toll on other fronts. Says Ganesh 
Sherman, Head of Human Capital 
Advisory at consulting firm KPMG: 
“The most affected is the top man- 
agement. In a couple of corporate 
battles in India over the last one 
month, there were immediate gos- 


SINGAPORE 


เณ Qi a e. — 


n. d 
—— -— d BULGARI COLLECTION 
Ar 


Cm 


A^ [2 gn OR 
THE SINGAPORE GP SEASON 


2008 FORMULA 1'^ 
? . rs 
SINGTEL SINGAPORE SINGAPORE RIVER FESTIVAL 
GRAND PRIX m" 19 - 28 SEP OB 
26 - 28 SEP 08 Pew 
www.Ssingaporegp.sq 
e. dd We ” & a ~ n E T. ` 


SINGAPORE BIENNALE 2008 l l 
y BIE 18 SEP - 28 SEP O8 


I 11 SEP - 16 NOV 08 4 " 
www.singaporebiennale.org VENUE PASARON 
SHOPPING CENTRE ATRIUM 


20 SEP-5 OCT 2008 


Singapore gears up for 16 days of adrenalin-pumping action! Rev up with 

the 2008 FORMULA 1™ SingTel Singapore Grand Prix, the world’s very first 

night-race on the FORMULA ONE™ calendar. Off-road, the action continues ‘ UNIQUELY 
with non-stop entertainment, premium lifestyle events and head-turning Cin apore 
shows. Feel the pulse of Asia's most anticipated event this September! S p 





bt cover story 


CHRONOLOGY OF EVENTS 


How it started, and how it's showing few signs of ending. 


November 18, 2004: Mukesh Ambani 
admits in a television interview that 
there are "ownership issues" between 
him and brother Anil—but they are in 
the "private domain" 


June 17-18, 2005: The Ambani brothers 
settle dispute and decide to separate 
their businesses with Anil taking away 
the newer businesses and Mukesh 
retaining the older ones. Mother 
Kokilaben D. Ambani makes the 
announcement in a press release 


August 3, 2005: Mukesh Ambani talks 
about the scheme of demerger to 
shareholders at the annual general 
meeting of the company 


September 1, 2005: A scheme of 
demerger is proposed. It is approved 
by the BSE and NSE on September 9 


October 21, 2005: RIL shareholders 
approve the demerger scheme 


December 9, 2005: The Bombay High 
Court approves the scheme of demerger 


January 12, 2006: RIL signs a set of 
agreements with four companies— 
Reliance Communication Ventures, 
Reliance Energy Ventures, Reliance 
Capital Ventures and Reliance Natural 
Resources. Agreements included gas 
supply agreement and non-competition 
agreement with a right of first refusal— 
allowing either side to buy out the other 
in case a business was being sold. 
Thereafter the company boards are 
reconstituted allowing Anil to take over 
and then list these companies 


November 2006: Reliance Anil 
Dhirubhai Ambani Group (R-ADAG) 
challenges the gas supply agreement in 
the Bombay High Court, saying the spirit 
of the June 2005 agreement has not 
been followed in the January 2006 
agreements; and these agreements were 
signed with the four companies before 
their management control was handed 
over to Anil 


May 18, 2007: Reliance Energy 
questions RIL's move to set up 
gas-based power plants for their SEZ 


December 18, 2007: Reliance Energy 
questions RIL's move to set up 


66 BUSINESS TODAY AUGUST 10 2008 





gas-based power plants in Maharashtra | 


January 28, 2008: Reliance Capital | 
questions RIL's joint venture with 
Citibank for distribution of credit cards 


May 26, 2008: Reliance 
Communications and South African 
telecom giant MTN start talks after 
MTN's talks with Bharti end 


June 12, 2008: RIL throws a spanner 

in the proposed MTN-Reliance 
Communication deal that would have 
seen MTN taking over a majority stake 

in R-Comm in exchange for Anil Ambani 
acquiring a 34 per cent stake in MTN 

and becoming the largest shareholder — 
and promoter. RIL says it has the first — 
right to buy R-Comm shares 


June 13, 2008: ADAG says RIL's 
designs are mala fide 


June 18, 2008: R-Comm threatens 
criminal proceedings against RIL 
officials who signed the January, 12, 
2006 agreement. RIL says no criminality 
involved in signing agreements 


July 1, 2008: RIL proposes meeting 

on July 7, R-Comm doesn't attend 

July 7, 2008: R-Comm proposes 

meeting on or after July 14 

July 9, 2008: MTN-R-ADAG fail to reach | 


an agreement and extend exclusivity 
perioc to July 21, 2008 


July 17, 2008: RIL seeks to kick off 
arbitration by appointing former 
Supreme Court judge B.P. Jeevan 
Reddy as arbitrator 


July 18, 2008: MTN and R-Comm call 
off talks citing legal & regulatory issues 


sip and rumours about the top 
management personnel looking out 
for opportunities." Sherman points 
out that operations also suffer dur- 
ing these times as employees be- 
come risk-averse and try to keep 
themselves away from trouble. 
"They have to continuously justify 
the company's position to outsiders 
without complete knowledge about 
the situation and it becomes a con- 
stant distraction in their work. The 
number of cvs flying around goes 
up as does attrition," adds Sherman. 
The fear of losing professionals 
isn't likely to put an end to the 
fight. At the time of writing, the 
Mukesh camp was preparing to 
haul the rival camp over the coals 
for not adhering to corporate gov- 
ernance norms—how is it that the 
non-competition agreement of 
January 12 was not disclosed to 
MTN in the first place, they ask. 
The Anil camp fired its salvo in re- 
turn. It said that 63.38 per cent 
shares of R-Comm are owned by 
AAA Comm, an investment vehicle 
of Anil Ambani, and AAA Comm 
was not party to the non-compe- 
tition agreement of January 12, 
2006; so it can do as it pleases 
with these shares. It also spoke 
about seeking damages from RIL 
for spoiling its business interests. A 
veteran who has seen both the 
Ambani brothers at close quarters 
says: "Both of them have the ethos 
of Dhirubhai in them—they have 
to be #1 in whatever they do. 
And now they are targeting each 
other in that quest." That fierce 
competition is best manifested in 
the market capitalisation race, 
which eventually decides which 
group is more valuable. A few 
times it also becomes visible in 
the media—international media 
no less—when an article on the 
wives of billionaires includes just 
one of the brothers' wives (Anil's 
wife, Tina) in a list of 10. พ 
ADDITIONAL REPORTING BY 
KUSHAN MITRA & VIRENDRA VERMA 
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Where Is 
Citibank 





Headed in 
India? 


The world's largest bank is gasping for breath. In India, the 
tremors have led to an exodus of key senior and mid-level 
personnel. But financially, Citi continues to do well in this 
country. Will it now cut back operations around the globe 
to put its house back in order, or will it expand in India 
and China to offset its losses elsewhere? 
ANAND ADHIKARI 


E'S JUST FINISHED A MEET- 

ing with the promoter 

of a large Indian cor- 

poration who wants to 
raise half a billion dollars and is sit- 
ting in his Sth-floor office in 
Mumbar's Bandra-Kurla commercial 
complex. "Business is flowing in 
for us," says Sanjay Nayar, the dap- 
per 46-year-old CEO of Citigroup's 
Indian operations and Area Head 
for Bangladesh, Nepal and Sri 
Lanka. The spacious room has a 
busy air about it and is cluttered 
with dozens of coffee table books 
but that doesn't seem to bother 
Nayar, who is squeezing in meeting 
after meeting into his busy dav. A 
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ONLY A SPECK 


India accounts for a minuscule portion of 
Citigroup's global revenues 


16% 


เก ไซ ท ล บ อ ท ล |! 





*Internabonal Emerging includes Asia (except Japan), Central 

and Eastern Europe, Mexico and Latin America 

** Intemational Developed includes Japan and Western Europe 
Source: Citigroup inc 
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client here, a colleague there, ล cou- 
ple of exit interviews... 

Nayar's just back from a meeting 
with Citigroup's global CEO, Vikram 
Pandit in Citi’s New York head- 
quarters, where things are far more 
down-tempo than they are here in 
India. There Pandit, 51, who took 
charge at the bank in December 
2007, is grappling with the onerous 
task of restructuring Citi's global 
balance sheet. The biggest bank in 
the Us has been hit hard by the sub- 
prime crisis with losses and write- 
downs mounting close to $50 
billion since mid-2007. What's scar- 
ing Citibankers in India and else- 
where is Pandit's declaration that he 


India is a priority market for us and it will 
continue to stay that way. 


CEO Citi India 





wants to sell assets worth $400 bil- WILL THE GOOD es tor (sales), in Hong Ko 
lion over the next three years. TIMES CONTINUE? up with a local India 
Recently, the bank sold its German — Citibank's revenues, profits and margins broking firm, Ana! 
banking operations for $7.7 billion RNS ONG GONNE SHONGY i o Securities. Besides the 
to France's Crédit Mutuel and spec- 5.729 ers, Anil Gudibande, 
ulation is rife about a possible of- 4,107 Ashish Pitale, director, 
floading of Citi’s non-core assets ing, moved to AIG Pri 
in Japan. 3167 3147 and Deutsche Bank, r 
Back in India, Nayar, too, has Nayar, a 23-year ( 
his plate full, although Citi's Indian 1804 is concerned about th 
operations are far better off than “I’m never happy al 
what its global situation looks like. 579 600 OS 300 people. I take peopl 
Still, his troubles are irksome. E & E y seriously," says Nayat 
Recently, three key Citi executives 9 - — -+ | his hands up in despair 


2003-04 | 2004-05 | 2005-06 2006-07 | 2007-08 | 
HRD head lan Gore, d 


RATING MARGI — 
พ ร สี the recent attrition a | 
BALANCE SHEET | always been a natura 
29 597 | 33806 | 45437 | 66,358 | 83,851 
Revenue mum Net Profit Figures in Rs Crore 
Source: Citi India 


left the bank—Rajesh Mayani, 
Director of institutional sales, 
Ratnesh Kumar, head of research 
and Narayan Mulchandani, direc- 
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Keeping his floc 
quite evidently high 
Nayar because stabi 
Indian business is vital 
global operations as 
next month or so, 
pected to visit India 
time since he took « 
bank. Pandit's prede 
Prince, who visited Ir 
2007, had famously 
the bank's “single-big 
growth" for the gro 
tional operations. A 
pares for his boss's visi 
to deal with the vexir 
how it deals with its rz 
operations in emergin 
India, which are in s 
with what is happen 
veloped markets. 

One scenario, ofte! 
the market, is that 
choice but to scale do 
erations to tide over 
trimming costs. Anc 
could be to go in th 
rection and step on 
faster growing emer 
like India, China, Me» 

For now, it isn 
which option the Cit 
agement will adopt. 
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“People with the experience of working in 
developed markets are showing interest in 
relocating to India" 


Pramit Jhaveri Head, Investment Banking | Citibank India 


problems in attracting talent. 
"There's very good talent wanting to 
come back to us," he says, citing 
some recent hires like Ravi Lambah 
as managing director ( technology, 
media and telecom Group) who 
came from Credit Suisse, Nalin 
Nayyar, managing director 
(Investment Banking) who left 
Lehman Bros., and Sameer Nath, 
who has moved back from Citi us as 
director (M&A). Likewise, 
Citifinancial, an NBFC that used to of- 
fer mortgage and unsecured lend- 
ing products, which is restructuring 
its product mix, has a new boss, 
Rahul Soota. “People with the ex- 
perience of working in sophisticated 
and developed markets are show- 
ing an increased interest in relocating 
to emerging markets like India,” says 
Pramit Jhaveri, Citi India’s head of 
investment banking. 

It’s not surprising why. India is 
right at the top of Citi’s emerging 
markets business in terms of 
growth, posting an awe-inspiring 
100 per cent jump in profits for 
the year 2007-08. However, in the 
same period, Citifinancial reported 
a drop in its net profit from Rs 
222 crore in 2006-07 to Rs 12 
crore in 2007-08. 

There are problems with the 
group's lending portfolio that even 
Nayar admits, but adds that these 
problems are being fixed. In the last 





“Sales and trading in forex and 
fixed income continue to be our 


key growth driver" 


l 

i 

| V. Shrikanth MD (Head of Fixed Income, and bani 
; natia 


Commodities), Global Consumer Grout 


3-4 years, like most other banks, 
Citi has built a huge book and there 
is every possibility of the bank taking 
a very sizeable knock under this seg- 
ment. "We are not exiting the lend- 
ing business whether it is mortgages 


CITI INDIAS ACTION PLAN 


Citibank has identified five growth 
drivers in India. 


แร ร ร ซด ร 1 1 ร INITIATIVE 


Wealth Management Major focus 
on wealth management, both at the bank 
and in the NBFC Citifinancial from 
mortgages and unsecured loans. Plans to 
target all segments—from mass-affluent 


to ultra high net worth individuals. 


SME Plans to leverage its SME portfolio 
for consumer banking products like mort- 
gages, personal loans and other products. 


Trade Finance Trade finance is a 
stable business at a time when liquidity 
in the system is drying up. Rising trade 
volumes between India and the world 
offers immense scope for growth. 


Cards Debit and credit cards have been 
a focus area for Citigroup globally. The 
strategy here is to look for new payments 
solutions in credit cards and also enter 
the mobile payments space. 


Transaction Banking This has been 


identified as one of the four distinctive 
product platforms globally. This is a stable 
business and the group wants to launch 
innovative products under this business. 


BT Research 


or unsecured loans.” says Nai 
He has a clear action plan ready 


for Citifinancial, which suffered in 
the past. Income rose by U pei 
cent to Rs 1.820 crore but prof 
itability, as noted earlier, slipped 
to Rs 12 crore in 2007-08 from a 
high of Rs 222 crore last year duc 


to higher delinquencies in the un 
secured lending business. Navat 
says he's going to try and convert 
Citifinancial into a one-sti IP TINANCK 
company where an emerging mid 
dle-class person can go and get 
serviced for all his financial needs 
except for deposits. 


In consumer banking, credit 
cards continue to be the focus di 
spite higher delinquencies in thi 
business, which resulted in a highe: 


non-performing asset ratio tha 
rose from 1.02 per cent in 2006-0 
to 1.23 per cent in 2007-08. Say: 
consumer banking id 
Rajashekaran: “We contin 
build on our comprehensive cards 
portfolio and are taking it to the 
next level by leveragi g ana em 
bedding technology tor multipk 
uses.” Nayar, however, | 
the bank has to be very car 

how it sources credit cards and 


who it does business with ids 
T. R. Ramachandran, who heads 
retail banking: “Our focus is on 


the mass-affluent segment and on 
broadbasing customer acquisition, 


๕ 2 


เบ อ เษ” i0 $ BUSIN a 7; 5 


bt corporate 


universal banking, wealth manage- 
ment and more effective leveraging 
of our SME portfolio." 

Meanwhile, globally, Pandit has 
identified transaction banking as 
one of the four top priority areas as 
it contributes 8-10 per cent of the 
global revenues. While custody 
banking, where they act as a custo- 
dian for housing foreign investors' 
shares, will be hit due to foreign in- 
stitutional investors (Fils) pulling out 
of a weak stock market, trade and 
cash management businesses are still 
on an upswing. “We have expanded 
the team and added 20 per cent 
more people since the beginning of 
the year and also substantially in- 
creased the investments in technol- 
ogy," says Ashish Bajaj, Head, 
Transactional Banking. In fact, the 
transaction banking team is ready 
with a strategy to double its business 
over the next three years. Says V. 
Srikanth , Managing Director (Head 
of Fixed Income, Forex and 
Commodities ): “Sales and trading in 
forex and fixed income continue to 
be our key growth driver." 


A TALE OF TWO CITI(S) 


UNDER WATCH 


Citibank is also present in some 
businesses that aren't central 


to its plans anymore. 


Mort and Unsecured 
Loans ortgages are a stable, but 
low-yielding business. The strategy 
is to move cautiously in this niche. 


Retail Broking Citi has entered this 
business only recently. The turmoil in 
the stock markets may affect its plans. 


Custodial Services This business, 


Investment Banking Fewer IPOs 
and deals make this business unattrac- 
tive as of now. Globally, Citi is cutting 
10 per cent of its 65,000-strong work 
force in |-banking. 


Treasury The not-so-good experience 
of mid-sized companies in the forex 
derivatives space with banks in India 


places a question mark over this business. 


Source: BT Research 


But at the time of writing, spec- 
ulation was rife over whether Citi 


Citibank's India story is very different from its global one. 


Stability at | Lost its CEO, Charles Prince, late last year; 
the Top an outsider, Vikram Pandit, took cver 
Financial | Write-downs and credit losses have 


Performance mounted close to $50 billion since mid-2007 


Cutting Flab | Plans to lay off 6,500 employees 


employs 22,000 people 
Businesses Plans to sell $400 billion worth of assets _ Strong rumours that it will sell 
over the next three years its 11.7 per cent stake in HDFC 
and also its BPO unit 
Focus Areas Identified consumer banking, cards and | Growing in all three 
transaction banking as core areas businesses—corporate banking, 
consumer banking and treasury 
operations—but will move 
cautiously in mortgages 
Future May return to profitability in two years | Projected to grow at double 
Prospects digit in the years ahead 
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Sanjay Nayar, who took over 
6 years ago, is going strong 


| Posted a 50 per cent jump 


rise in net profits in 2007 


in revenues and 100 per cent 


© Still recruiting people; Citi India 


would be selling its 11.74 per cent 
stake in Indian housing finance ma- 
jor HDFC. Nayar stoutly refutes it, 
though. “It’s one of the best prin- 
cipal stakes we have made in HDFC 
Ltd. This is the only way a firm 
like ours is able to enjoy the uptick 
in India’s financial services sector. 
We are very much embedded into 
that stake," says Nayar. 

Still, Citigroup is at a critical 
juncture, globally, and anything could 
happen, particularly when Pandit 
has resolved to dispose of assets 
worth $400 billion in the next three 
years. "But", says Nayar, *We have 
never had any constraints placed on 
us from New York on capital or re- 
sources." But rival bankers say if 
things deteriorate globally for the 
bank, there could be pressure on 
the Indian operation to get rid of 
non-core assets as is being done else- 
where. The HDFC stake, Citi’s busi- 
ness process outsourcing outfit, and 
its infrastructure technology com- 
pany, Citco, are the ones that could 
top the list. But anything can happen 
given Pandit’s plan to sell $400 bil- 

lion worth of assets in the next 


v 


Citigroup s Pandit 





three years. Before Pandit's pro- 
posed visit to India, Nayar plans 
to take a break and go trekking in 
Ladakh. But as he walks the high- 
altitude terrain, will his mind be 
free of what's happening in New 
York and what that could mean 
for Citi's Indian business? 8 
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Six years since ISRO launched a national telemedicine project to reach quality 
healthcare to rural India, there are four states that have “wired up” all their district 
hospitals. So, what has been the impact on the lives of the poor in these states? 

K. R. BALASUBRAMANYAM 
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EW PEOPLE WOULD HAVE HEAI | 
fewer still, the Indira Gandhi disti 
there. The place is part of Lakshadw 
220 nautical miles off the coast of K 
few years ago, it was a wrong place t 
a disease that required superio! medi 
now, patients effortlessly, albeit virtualh 
Amrita Institute of Medical Sciences (AIMS) in fai 
and meet up with specialist doctors. 

There was a time when such patients and 
dants had to be either airlifted or shipped to Kocl 
ernment's expense. But telemedicine—deliven 
services via telecommunication network—has cl 
lives. This is a story not just of Kavaratti, but als: 
mote places in India. Yet, Kerala, Chhattisgarh, R 


der the telemedicine network. Barring Biha: 
Pradesh, all other states, including eight in the No 
reporting progress in implementing the telemed 
spearheaded by ISRO. “Our capability to providi 
to far-flung and remote places through satellites | 
fectively utilised,” says G. Madhavan Nair, Ch 
Studies have shown that 90 per cent of ail: 
require surgery. “If there is no need for sut 
doctor need not touch the patient at all. In th 
is no need for both to be present at the sam 
L. S. Satyamurthy, Programme Director, 1 
ISRO. The project targets this 90 per cent 
urban/rural areas with no access to speciality | 
survey by Narayana Hrudayalaya (NH), Bangalo! 
the technology helps rural patients save 81 p 
money that they would have otherwise spent 
Healthcare at your doorstep: E treatment. Amrita Institute's random calcu 


[| เ เ 11 = that each patient in Lakshadweep Islands say 
Amrita Institute of Medical Sciences E That is only logical as the technology enal 





sion of patient’s medical records including in 
providing live two-way audio and video li 
help of these, a specialist doctor can advise 
paramedic at the patient's end on the course of | 
follow. He can even guide the doctor durin; 
ISRO is driving the project by provid 
hardware, communication equipment and 
width, all free of cost. The speciality hos 
with critical medical advice. As many as 26 
hospitals across the country are linked to 
ciality hospitals via ISRO's satellite-based net 
benefit has reached three lakh people, 
ISRO’s Nair. 
- As this is a rural healthcare project, | 
; commitment from tertiary hospitals in returi 
- width. When they get patients for surgery fro: 
"ISRO's telemedicine project has they can collect only concessional charges 
\ benefitted three lakh people” Institute, for instance, assess the patient’s econ 
G. Madhavan Nair, Chairman, ISRO before deciding on the fee. 
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Karnataka stand out because all their district hospita 


bt telemedicine 


A-S. SATHEESH 


NH and Apollo Hospitals pioneered ISRO’s 
telemedicine programme in India in 2002: while the 
former took over the cardiac care unit at the gov- 
ernment hospital in Chamarajanagar in Karnataka, 
Apollo introduced telemedicine at its own hospital 
in Aragonda in Andhra Pradesh. It was the success 
of these two centres that led some states to devise 
full-fledged telemedicine programmes and net- 
work all district hospitals from 2003 onwards. 
"After six years of work, the project has now 
reached a level of wide acceptability," notes 
Satyamurthy. “ISRO’s objective is to develop the 
technology first and address the issues of last-mile 
connectivity in rural healthcare and create an 
ecosystem for bringing e-health," he adds. 

The idea evidently is to refine and popularise the 
technology so that even nursing homes in small 
towns can hook up with hospitals in cities and use 
telemedicine independent of the government sup- 
port. Some hospitals like Apollo and NH are al- 
ready doing it with broadband/ISDN connectivity. In 
a first of its kind instance, Mantri Developers has 
tied up with Apollo to provide the facility at its 
Mantri Espana, Bangalore. The Apollo Telemedicine 
Network Foundation has conducted about 36,000 
tele-consultations so far. “In a country as large as 
ours and with doctors as few as we have, there is no 
other tool that can be as beneficial as telemedi- 
cine,” says Dr Prathap C. Reddy, Chairman, Apollo 
Hospitals Group. But as Dr Ajit N. Babu, Director 
of the Centre for Digital Health at Amrita Institute, 
points out, telemedicine is not an event but a 
process. ISRO officials note that the telemedicine proj- 
ect won’t be complete until all hospitals in rural 
areas are connected. 

Business Today takes a look at whether telemed- 
icine has really impacted the lives of poor people in 
states—Karnataka, Rajasthan, Kerala, Chattisgarh, 
and Andhra Pradesh—where almost all district 
hospitals are employing telemedicine. 
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Telemedicine network: 263 district hospitals across the 
country are linked to 43 super-speciality hospitals 
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Cardiac care: Narayana Hrudayalaya manages the cardiac 
care unit at the Chamarajanagar District Hospital 


KARNATAKA 


Network to Firm Up 


HE DISTRICT HOSPITAL IN CHAMARAJANAGAR, 185 

km from Bangalore, stands out as the best ex- 
ample of how a private hospital can test the limits of a 
government programme. Narayana Hrudayalaya (NH) 
has taken over the cardiac care unit at the district 
hospital. Its the NH team that runs the show here. 

When the government and ISRO together launched 
the project in April 2002, they zeroed in on 
Chamarajanagar and the Vivekananda Memorial 
Hospital run by an NGO, at Saragur in Mysore district. 
While the Chamarajanagar unit has so far provided 
telemedicine consultation to about 900 patients, the 
hospital at Saragur has progressed enough to offer spe- 
ciality care in a few disciplines such as woman and child 
health, orthopaedics, pathology, etc. 

Dr Narendra Kumar, the doctor at the 
Chamarajanagar unit, says patients are advised hospi- 
talisation only if surgery is necessary. “We have treated 
§2,000 patients so far using the telemedicine network,” 
says Dr Devi Shetty, MD of Narayana Hrudayalaya. 
“Large hospitals like ours should drive the project with- 
out expecting any financial gains,” he adds. 

Karnataka has networked 26 district hospitals with 
six super-speciality hospitals. Since the project is not 
effectively run in some districts, the government is set- 
ting up a dedicated team to coordinate between 
the district and referral hospitals. The government, 
however, is not looking at extending the programme to 
taluk hospitals for now. “We are working on strength- 
ening the existing network by roping in more tertiary 
hospitals from both government and private sectors,” 
says M. Madan Gopal, Health Secretary, Karnataka. 
BALASUBRAMANYAM 


K. R. 





KERALA 


First in Telemedicine 


FTER UNDERGOING SURGERY AT THE REGIONAL CANCER 

Centre (RCC), Thiruvananthapuram, patients need 
not visit the hospital for follow-up check-ups unless it’s 
necessary. They can visit any of RCC’s five Early Cancer 
Detection Centres across the state. The prescription is 
dispensed via telemedicine. “Last year, about 2,500 
patients had telemedicine follow-ups,” says RCC Director 
Dr Balakrishnan Rajan. The southern coastal state was 
the first to bring all its 14 district hospitals under ISRO's 
telemedicine project. When it kick-started the pro- 
gramme five years ago, the place it selected promised 
maximum impact: Sabarimala, the holy town, which 
draws lakhs of pilgrims during winter months. ณี ง 

Currently, Sri Chitra Tirunal Institute, Thiruvananth- Fits and starts: Dr Kumar Menon testing the X-ray syster 

apuram and five medical colleges besides RCC and inside the Amrita Mobile Telemedicine unit 
Amrita Institute of Medical Sciences, Kochi, are pro- 
viding expert opinion via satellite to district hospitals. experts are not available or connectivity plays truant 
Amrita Institute's Physician Coordinator “We need a little bit of strengthening, which we are do 
Dr Kumar Menon says the hospital conducts about ing through periodical reviews," says Dr Vishwas 
20 consultations per week. Yet, the project is limping or Mehta, Secretary, Health and Family Welfare, Kerala 
dysfunctional in districts such as Idukki, Wayanad, K. R. BALASUBRAM 
Alappuzha, Kasargod, etc. ISRO's equipment is available 
in all the places, but it is often not put to the best use. 
Many government doctors, who have thriving private 
practice, see this as additional work. When they don't, 











HE THIRD STATE TO REPORT FULL COVERAGI 
RAJASTHAN ES VUE REPORT | 
Rajasthan's network of 32 district hospitals is the 


a 
TO Go Mobile largest among the four states. They are connected to six 
— ! medical colleges and the Sawai Man Singh (55) Hospital 
through VSAT. Each district hospital is connected to 
one medical college and the SMS Hospital for providing 
super-speciality medical advice. Says Dr G. N. Saxena, 
Professor (Medicine), SMS Hospital and Chief Officer for 
\ Telemedicine in Rajasthan: “The project targets district 
| that are in need of medical advice in branches like 
«๕ i EE i cardiology, pathology, neurology, etc. So far, mot 
, a r2 than 2,300 patients have been treated this wa 
- ~~ iy The state government also plans to run 
—9 ก | enabled mobile telemedicine units soon. The vans 
will operate from medical colleges and help peopk 
remote areas. Says Saxena: "This connectivity would 
enable real time transmission of data, voice and vide: 
to the referral hospital." 
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First to network: Doctors from Apollo Hospital, Chennai help treat a 
young patient Yugendar at Aragonda in Andhra Pradesh 


ANDHRA PRADESH 


A Hand That Heals 


OCATED A FEW KILOMETRES FROM CHITTOOR, A SMALL TOWN IN 
Andhra Pradesh best known for its sarees and jaggery, Apollo’s 
facility at Aragonda was the first in the country to provide telemed- 
icine. Aragonda is the native place of Apollo Founder and Chairman 
Dr Prathap Reddy. Apollo provides its services free to villagers from 
Aragonda and surrounding villages. That's great for Yugendar. 
While trying to untangle his kite from electric wires, nine-year-old 
Yugendar inadvertently caught hold of a live wire and electrocuted 
himself, losing two fingers and suffering burn injuries on his arms 
and legs, where the power entered and exited his body. Rather than 
rush him to a nearby city for super-speciality care, his parents instead 
went to the local Apollo Hospital and after an initial check-up, the 
boy was remotely referred to Apollo Chennai for further diagnosis. 
Telemedicine has become something of a saviour for 
villagers in Aragonda and thousands of others residing in sur- 
rounding hamlets. Apollo kicked off its telemedicine initiative at 
Aragonda eight years ago, by connecting the 50-bed hospital to its 
large Chennai hospital and has since expanded its network na- 
tionwide. Aragonda Apollo has become a magnet for medical con- 
sultations for more than 5,000 villagers from surrounding ham- 
lets, who have visited the hospital for consultation on every- 
thing from cardiology to paediatrics and endocrinology. *We have 
undertaken over 40,000 consultations since inception," says Dr 
K. Murugesan, Telemedicine Co-ordinator at Apollo Aragonda. 
According to him, specialists are available within minutes for emer- 
gency cases, or in a couple of hours from Apollo hospitals around 
the country. From being able to remotely examine patients, 
advances in technology have allowed specialists to do much 
more, including listening to heart sounds, examining endoscopies 

and looking at CT scans. 
RAHUL SACHITANAND 
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CHHATTISGARH 


Stymied By 


the Naxals 


OT MANY STATES CAN MATCH 

Chhattisgarh’s record when it 
comes to telemedicine infrastructure. 
It was the second state to network 
all its 16 district hospitals under ISRO's 
telemedicine project. Each of them 
can hook to a super-speciality hospi- 
tal like the Government Medical 
College, Raipur, or Apollo Hospital, 
Bilaspur, or the All India Institute 
of Medical Sciences, Delhi. Even 
Escorts Hospital in Raipur has done its 
bit—it has stood in for the lack of 
cardiac care facility at the Raipur 
medical college. 

When the Chhattisgarh govern- 
ment launched the project three years 
ago, it was introduced only in a few 
districts where communication facili- 
ties were reliable. Subsequently, it 
was extended to other places. 





While that's the brighter side of the 
story, there is a darker side as well. 
The facilities have remained idle in 
most places either due to threats from 
Naxalites, who are driving doctors 
away or due to disruptions in power 
supply or connectivity. 

But the government is not giving 
up. "We are going to strengthen it 
and it should be functional in about 
two months from now. Later, we will 
extend it to hospitals at block lev- 
els," says R. S. Vishwakarma, Secretary 
and Commissioner of Health, 
Chhattisgarh. Doctors, he says, are 
cooperating, but some places do not 
have technicians, a problem the gov- 
ernment will fix soon. Adds Dr B.S. 
Sarwa, Director of Health, 
Chhattisgarh: *We are a new state 
and we are doing our best to make 
telemedicine tick." 

K. R. BALASUBRAMANYAM 
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M ith 


. Handicraft retailer Fabindia is turning 
-thousands of its supplier-artisans into 
. Shareholders in a unique experiment 
Met seeks to empower and enrich 


. some of India's poorest people. 


KAPIL BAJAJ 


N A DRIZZLY FRI- 
day morning, on 
June 20, 2008, in 
Chanderi town of 
Madhy a Pradesh’s 
Ashok Nagar district, scores of 
people from the local weavers’ 
community are gathering at Sri 
Kunj guest house for an impor- 
tant business meeting. Their 
number will swell to about 250 
by the time the meeting starts 
at 11.30 a.m. In the next hour or 
so, these men and women, who 
represent the nth generation of 
an age-old tradition of hand- 
loom work, especially known 
for the famous, silk-and-cotton 
Chanderi sarees, will have their 
first experience of the ways of a 
modern business organisation. 

As shareholders of DAH 
Chanderi Ltd, attending the first 
Annual General Meeting of the com- 
pany, they will listen to the directors 
talking about not only things like 
quality control and timely produc- 
tion, but also less familiar matters 
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such as balance sheet, profit and 
loss account, dividend, and change 


of auditors. The directors of DAH 
Chanderi will also call for the ap- 
proval of all resolutions, giving the 


Community ownership: Weaver-won 


holding share certificates 


weavers (including those who 
are barely literate) a first-time 


the shareholder of a company. 
The weavers' acculturation 

to the formalities of a corporate 

organisation is, after all, one of 


William Bissell / MD / Fabindia 


" SRGs give sustainable jobs, 
an investment o 


ues to its member-artisans" 


the important objectives in es- 
tablishing DAH Chanderi, one of 
the 17 "supplier-region compa- 
nies” (SRCs) set up across India by 
Fabindia, the Delhi-headquar- 
tered Rs 260 crore retailer of 
handloom garments and handi- 
crafts. These SRCs, also described 
as “community-owned companies", 
are part of Fabindia's ambitious 
plan to organise its expanding sup- 
plier base into corporate entities 


in them-hant 


feel of the statutory privileges of 
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and 
appreciation in the share val- 


em 
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and enable thousands of home- 
based artisans in rural areas, who are 
mired in economic backwardness, to 
become shareholders. 

Up to June-end 2008, DAH 
Chanderi and other SRCs had sold 
shares at par value of Rs 100 per 
share to about 9,000 artisans, who 
also get assured Fabindia orders 
through these companies. The 86- 
store strong retailer plans to set 
up dozens of more SRCs and sign 
up a total of at least one lakh arti- 
san-shareholders by 2010 in step 
with its own expansion and in line 
with Managing Director William 
Bissell's vision. 


Change in Chanderi 

At the AGM of DAH Chanderi, the 
general mood is that of a happy 
social gathering. Manu Hasija, the 
CEO and a Director of DAH Chanderi, 
has even arranged samosas and tea. 
At the entrance, two men busily 
check the identities of a crowd of 
shareholders—some of them have 
come with their children—before 





allowing admission. 

Lending more importance to 
the occasion is the presence of the 
media (the local press and this 
Business Today writer and his pho- 
tographer colleague) and even two 
representatives of the International 
Finance Corporation (IFC), the pri- 
vate sector arm of the World Bank, 
who are here as interested observers. 
“Since you have been facing the 
problem of not getting the right 
quality of cotton yarn at the right 
price, we have arranged to get all 
our supplies from Coimbatore. All 
the weavers we have spoken to are 
very happy with quality and price of 
the Coimbatore yarn," Prakash 
Tripathi, Director of Artisans 
Microfinance (AMFL), Fabindia's in- 
vestment arm and main promoter of 
the SRCs, tells the weavers, who 
respond by clapping. 

More clapping follows as 
Tripathi reads out in Hindi the num- 
bers—turnover: Rs 1.08 crore, PAT: 
Rs 2,20,000, and (most importantly) 
a dividend of 10 per cent—from 
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SALES TURNOVER IN 7 


GROWTH IN SALES 


35-40 % 


GROSS MARGIN 


About 40 % 


RETAIL PRESENCE 


86 stores in 39 cities 


CURRENTLY SOURCES 


Rs 260 crore 


D 


22,000 artisans 
(in 'almost all states ) 


PLANS TO SOURCE FROR 


100,000 artisans 


by 2010 
PLANS TO MAKE 


100,000 artisan- 


shareholders 


by 2010 


TOP 4 SOURCING STAT 
Andhra Pradesh, 
Uttar Pradesh, 


Rajasthan and Gujarat 
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the audited annual report. “On 
an average, DAH Chanderi has 
been getting orders worth Rs 37 
lakh a month from Fabindia. This 
will expand as orders from 
Chanderi increase and other 
handicraft centres in Madhya 
Pradesh, such as Bagh and 
Maheshwar, chip in,” Tripathi, 
also a Director in the src, later 
tells this writer. 

The company has been co- 
ordinating with the weavers to 
get Fabindia’s orders fulfilled, 
control quality, arrange for some 
common production resources 
(such as dyeing and plying of 
yarn, sewing for home linen fab- 
ric, even packaging) and logistics. 
Currently operating from rented 
premises, DAH Chanderi has also 
purchased land where it plans to 
build a “resource centre” (a kind 
of R&D centre) and other facilities. 

Shoib Ansari, one of the two 
representatives of the weavers on 
the board of directors of the src, 
says Fabindia’s entry into Chanderi 
has meant diversification of products 
away from sarees (and so more de- 
mand), fair and transparent pric- 
ing of fabric, assured orders, and the 
promise that DAH Chanderi will 
address the production-related prob- 
lems faced by all weavers, such as 
sourcing of yarn. 

Mano Bai, a middle-aged, illit- 
erate woman, proudly shows this 
writer her share certificate and a 
dividend cheque of Rs 100, received 


WHAT IS AN SRC? 


| MENU ri eia companies GG) fact 

purpose of aggregating its artisan-suppliers and making them 
Shareholders. Also described as community-owned company, these 
companies get assured orders from Fabindia. The retail company has 
introduced a share valuation and trading mechanism to allow 
shareholders to realise the value of their stock. The number of 
SRCs is currently 17 and is set to go up. The collective turnover tar- 
get set for the SRCs for 2008-09 is Rs 175 crore. 

Five of the large SRCs in terms of Fabindia sourcing are listed 
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for the 10 shares that she holds in 
DAH Chanderi. (Many of the 
weaver-shareholders don't have 
bank accounts to deposit their 
cheques. After the AGM, Tripathi is 
besieged by people wanting him to 
get their bank accounts opened). 


'Community-owned' 
Companies 

"Most of the artisans we work with 
have never known any income 
source in their lives other than a 
daily or per-piece wage. It's a huge 
leap for them to own shares in a 
company," says Smita Mankad, the 
MD of AMFL, who is busy stabilising 
the operations of 17 SRCs that have 
been set up in India's craft-rich 
regions since October 2006. 

The articles and memorandum 

of association of an SRC allow up to 
49 per cent of the equity to be held 


Smita Mankad / MD / AMFL 


imd ciet ui mi 
is for artisans 


anything but daily wagers" 


by AMFL, 26 per cent by artisans, 

10 per cent by employees, and 15 

per cent by external investors, 

which tend to be social venture 
capital funds. The authorised 
capital of an SRC, whose board 
has one or two artisan-directors, 

ranges from Rs 40 lakh to Rs 1 

crore. “The idea is to offer share- 
holding at par value to as many 
individual artisans as possible, rather 
than shareholding by artisans’ 
groups, trusts, or NGOs, who will 
generally have to buy at premium,” 
says Tripathi. 

External commercial investors 
are also showing interest. Aavishkaar 
Micro Venture Capital Fund, for 
example, has so far bought into 
four SRCs at a premium of 3-4 times 
the par value of a share. “We plan 
to make equity investment in three 
more SRCs," says Vineet Rai, the 
CEO of the Mumbai-based vc fund. 
Mankad says the companies have 
been set a collective turnover 
target—Rs 175 crore for 2008- 
09—that's linked to Fabindia's 
turnover and planned to become 
operationally profitable by the end 
of the current fiscal. 

While for now the SRCs, whose 
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number will increase *according to 
needs", only supply to Fabindia, 
they will also be allowed to deal 
with other buyers in the domestic 
and export markets in future, she 
adds. The retail company also en- 
visions diluting its shareholding in 
SRCs as they mature and allowing 
the artisan-shareholders to increas- 
ingly take care of their businesses. 


Creating Value 

“SRCs create value for member- 
artisans in three ways: they give 
the crafts people sustainable jobs, an 
investment opportunity, and 
appreciation in the value of their 
shares," says Bissell, a champion of 
market-based models for helping 
small producers, and who's also the 
son of Fabindia's American founder 
John Bissell. 

Aavishkaar's Rai says SRCs rep- 
resent a "fairly bright innovation" of 
aggregating rural producers, giving 
them ownership in the business, 
and also providing technical and 
managerial inputs to sustain these 
businesses. “What Fabindia's brand, 
buying power, managerial inputs 
and finance that comes with them 
can do are something that just a 
group of producers cannot do. 
These sRCs already have assured 
orders from Fabindia. They simply 
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have to get their production right, 
which I hope will also create great 
shareholder value in 5-6 years’ 
time," says Rai. 

Meanwhile, Fabindia has worked 
out a share-trading mechanism as 
a means of providing liquidity and 
realising value for SRCs' fast growing 
base of artisan-shareholders. *We 
have a formula for valuing the 
shares, certified by the auditors and 
based on the turnover and prof- 
itability of the company. We open 
the share-trading window at cer- 
tain intervals and every shareholder 
gets the option of buying, selling 
or holding shares," says Mankad. 

After shareholders are informed 
of the prevailing share price, their 
responses are obtained in writing. 
“We then match the buyers and 
the sellers. In case bids are more 
than the shares on offer, we'll do 
pro rata allocation of shares to the 
bidders. The share certificates are 
endorsed in the purchaser's name. 
The entire cycle is completed in 
that share-trading window."At the 
AGM of DAH Chanderi Hasija, the 
CEO, informs the shareholders that 
the price of their Rs 100 share has 
climbed to Rs 147! 


The Genesis of SRCs 


For Fabindia, the SRCs are turning 





out to be a hugely exciting ex- 
periment in ‘inclusive capitalism’ 
involving the handloom and 
crafts sector, which has long been 
languishing despite large gov- 
ernment intervention, grants and 
subsidies. An SRC is a for-profit 
corporate entity, not a coopera- 
tive (which has long been the 
model favoured by the govern- 
ment for the rural economy) or 
any ‘informal’ business organisation 
whose nature could be at odds with 
its commercial objectives. 

The origins of SRCs go back to 
early 1990s, when Fabindia was 
primarily an exporter with only 
one store in Delhi. In 1991, the 
young Bissell, freshly back from 
the us, had incorporated Desert 
Artisans Handicrafts (DAH) in 
Rajasthan as an organisation that 
would organise rural artisans, im- 
prove their lot and develop for 
Fabindia a strong supplier base 
for handloom fabric and other 
craft products. In the subsequent 
years, the work of DAH, which 
supplemented Fabindia’s pre-exis- 
ting supplier base, would spread 
from Rajasthan to Gujarat, Mad- 
hya Pradesh, and other states; the 
company would eventually splinter 
into the present-day SRCs. 


The Right Model 

Over the 1990s, Bissell got a 
better sense of the main problems 
faced by rural artisans—unorgan- 
ised production, low productivity, 
inadequate finance, and very weak 
market linkages. Bissell gained an- 
other insight into the rural econ- 
omy. “In rural India, age-old social 
relations are often a determinant of 
people’s economic performance. 
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For example, in Rajasthan and 
Gujarat only a person from 
Meghwal caste can sell land to 
another Meghwal." He also be- 
came increasingly convinced that 
government interventions and 
promotion of cooperatives don't 
help the artisans. ^A lot of poverty 
in the rural areas is because of the 
fact that there are very few ways for 
people to own assets or property. 
It's difficult to divide land or a 
tractor, for instance. There are 
not many divisible assets to own," 
says Bissell. 

The cooperative model of busi- 
ness organisation is based on the 
ideal of collective ownership and 
decision-making. In co-ops, each 
member has one vote regardless of 
his investment in the business, gov- 
erning boards are elected by vote 
rather than share-holding, and so a 
business is always vulnerable to pol- 
itics and intrigue. “Cooperatives do 
well in aggregating small produc- 
ers... in making the whole more 
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than the sum of all. But they do 
not allow individual ownership of 
property, discouraging entrepre- 
neurship and more and better pro- 
duction. And so they also do little to 
alleviate poverty." 

Bissell, however, was smart 
enough to learn his lesson from 
cooperatives and incorporate it 
into designing his own solution 
for the development of the hand- 
icrafts sector—a company in 
which artisans will be the share- 
holders. Like a cooperative, a 
company also aggregates small 
producers into organised bodies. 
But a company also allows them 
to hold shares (*divisible assets" 
whose value varies with the com- 
panv's book value and which can 


be made saleable through a sys- 
tem of trading), thus making 
them part-owners. 


Challenges 
Aavishkaar's Rai says he is not 
sure if artisan-shareholders in 
SRCs would be able to realise 
much value in their shares in the 
first 2-3 years, even though the 
premium that his fund has paid 
in buying into the four SRCs has 
already caused "distinct" appre- 
ciation in their share values. “But 
after 3-4 vears, Fabindia's share- 
trading window could be recog- 
nised as a novel mechanism for cre- 
ating liquidity in quite illiquid assets 
of these unlisted companies." 
Mankad says till such time when 
India acquires “many micro-stock 
exchanges" for small and rural com- 
panies, the share-tradirig mecha- 
nism of the SRCs will work to create 
value for the artisan-shareholders. 

The sRcs also face the difficult 
challenge of paying handsome div- 
idends to demonstrate to the artisan- 
shareholders that there is value ap- 
preciation in their investments and 
yet generate capital for fast growth. 
Their ability to meet this challenge 
will depend on how well they man- 
age their debt, says Rai. 

Looked at closely, Fabindia’s 
SRC model also reveals some seri- 
ous conflicts of interest; the re- 
tailer is a shareholder in an SRC 
as well as a buyer and an artisan is 
selling his product and labour to 
an SRC and is also a shareholder in 
that company. “In a classical sense, 
there is a conflict of interest in 
this model. But you can’t conduct 
this experiment without this con- 
flict of interest. How else can you 
open so many SRCs and create ben- 
efits on all sides?" says Rai. *I be- 
lieve as long as you can create 
value for all sides, even if unequal, 
you are doing a great job." 

It will be interesting to see how 
Bissell's bold experiment shapes up 
in the years ahead. B 
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Banking at Your 
Fingertips 


Telecom operators, banks and a clutch of 
service providers are jostling for what is 
likely to become a massive market in 
mobile payment. The question is: can it 
do to banking what mobile phones did to 
communications? KUSHAN MITRA 
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And tomorrow... 
* | You could pay anybody by transferring funds using 
ectly pay mobile (or your mobile and all you would need to know is the 
s (in certain cities). other person's mobile number—a back-end system 


(NE will reconcile the mobile number with the bank A/C 

iB M number. HDFC Bank and Airtel are running a pilot on 
E omber these lines in West Delhi, 

| But since you will need to have a bank A/C number just 
pn — to make that transaction, it is also possible that the RBI 

ik and a service such as might allow people to open bank A/Cs when they sign 

sclosing your card details. Many up for a mobile number. This will aid the government in 

YgPay, also exist. implementing the Financial Inclusion Act, 2005. 
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BUY TICKETS: 
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HANINDRA SAMA IS A CON- 
vert: he has been using his 
mobile phone to pay bills 
and make transactions for a 
few months now. A dot- 
com entrepreneur, Sama has been 
so impressed with this facility that 
he has made his RedBus.in one of the 
first businesses to allow users to buy 
bus tickets using the mobile. But he is 
not alone. At last count, an estimated 
250,000 mobile subscribers across 
the country had used their phones to 
pay their bills, transfer money or buy 
air and rail tickets at least once. No 
wonder telecom operators, banks 
and a clutch of service providers are 
already jostling for a piece of the 
massive potential market in mobile 
payments and banking. And they 
haven't even scratched the surface 
of the potential of over 280 million 
mobile subscribers. The scope of 
“mobile banking", defined as a bank- 
ing transaction conducted through 
a mobile phone, is still very narrow, 
but in the not-so-distant future, you 
should be able to buy just about any- 
thing, straight from your phone. 

A recent report by Gartner pre- 
dicts that mobile phone penetra- 
tion, which was at 19.8 per cent at 
the end of 2007, will rise to 60.7 
per cent by 2012, which, accounting 
for population growth, will imply an 
estimated 730 million mobile phone 
connections. Says Probir Roy, 
Executive Director, PayMate, a mo- 
bile payments service provider: 


"There's an estimated Rs 50,000- 


crore market in domestic remit- 
tances, much of it through infor- 
mal channels. Why can't this be 
done through mobile phones?" 

Actually, the operating question 
here is not *Why not?" but, rather, 
"Who will be responsible for the 
integrity of the transaction?" The 
Reserve Bank of India (RBI) has, in a 
set of draft regulations, said that 
fiduciary responsibility will reside 
not with third-party service 
providers or telecom operators but 
with the banks. It is expected to 
announce the final set of guidelines 
by the end of July or early August. 

However, Sourabh Jain, CEO, 
JiGrahak, which offers the ngPay 
mobile commerce service, has a 
point. “The guidelines are welcome, 
but there has to be clarity between 
mobile banking and mobile com- 
merce and the two should not be 
confused," he says. Mobile com- 
merce, he argues, does not need to 
involve the bank since you could 
charge a payment to a credit or 
debit card. 

The draft RBI guidelines indi- 
cate that *mobile wallets"—money 
stored on your phone with which 
you can make payments—may not 
be allowed. Instead, telecom oper- 
ators will act as payment facilita- 
tors using technology provided by 
companies such as PayMate or 
mChek, but the payment or money 
transfer will be made from a bank 
account linked to the subscribers' 
phone. India's largest mobile phone 





“If the government is serious about the 
Financial Inclusion Act, the mobile 
phone has to be involved" 

Sanjay Swamy/ 060 mChek 


operator, Airtel, is already oftering 
this service in a four-way tie-up 
alongside card processor Visa, 
mChek and four banks (State Bank 
of India, HDFC Bank, icici Bank and 
Corporation Bank). 

Rajeev Chatterjee, Head, Internet 
๕ Mobile Banking, HDFC Bank, 
however, admits that mobile banking 
has not really taken off in India. 
“Our mobile banking customer base 
is barely 10 per cent of our net 
banking base. The migration of cus- 
tomers from the Internet to the mo- 
bile phone hasn't happened for two 
reasons—the first is that $MS-based 
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"There's a Rs 50,000-crore market in 
domestic remittances; why can't this 
be done through mobile phones?" 
Probir Roy/ Executive Director/ PayMate 


transactions are incredibly difficult 
and then, the small size of the mo- 
bile screen is a huge impediment." 

But Chatterjee, like everyone 
else connected with mobile com- 
merce and banking, believes that 
this is, indeed, the future. “The mo- 
bile is HDFC Bank's lowest cost plat- 
form," he says. Cost apart, the other 
plus going for this platform is reach. 
"Today, Airtel interacts with con- 
sumers at almost 400,000 points 
across the country. Even if we ap- 
point only a few of them as ‘business 
correspondents’ as per RBI guide- 
lines, the reach is tremendous." The 
concept is simple, the “business cor- 
respondent" will act as a sort of 
physical cash dispensing machine 
for small sums of money. 

Sanjay Swamy, CEO, mChek, 
says this is where the Know-Your- 
Customer (KYC) norms that mobile 
operators once complained about 
can become very useful. “If the gov- 
ernment is serious about imple- 
menting the Financial Inclusion Act, 
2005, the mobile phone has to be 
involved. Therefore, it should be 
possible for a person to open a bank 
account when he subscribes to a 
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mobile phone." 

Adds Chatterjee: “This will 
make small-ticket transfers viable. 
So, for example, a Mumbai taxi 
driver from eastern UP will be able to 
transfer funds straight to his family’s 
account through his mobile phone.” 
A third-party service provider, such 
as mChek, will handle the verifi- 
cation, authentication and autho- 
risation needed to complete the 





"| don't think anyone will buy a car 
using mobile payment, but use it for 
things like movie tickets and groceries” 
Aditya Menon; CTO/ Obopay India 


transaction and the payout can take 
place through an authorised business 
correspondent. *It will have to be a 
partnership environment," says 
Manoj Kohli, President and CEO, 
Bharti Airtel, adding: “You cannot 
do this by yourself.” 

But while banks and telecom 
service providers have big plans for 
the mobile money transfer market, 
mobile commerce, on which sev- 
eral small entrepreneurs are basing 
their business plans, also has massive 
potential. “In fact, there are a lot of 
mobile commerce services that we 
can roll out very fast, but we are 
waiting for the guidelines,” says 
Chatterjee, adding that he envisions 
a future, six months from now, 
where a person will be able to pay 
for his fast-food delivery directly 
through his mobile. 


Adds Aditya Menon, CTO, 
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Obopay India: “Ninety-five per cent 
of transactions in India today are 
made through cash. This includes 
both official and unofficial trans- 
actions and many of these are small- 
ticket transactions. I don't think 
anyone will buy a car using a mobile 
payment service, but it'll definitely 
become popular for buying things 
like movie tickets and groceries.” 

So, while the future does look 
rosy for both mobile money trans- 
fers and mobile commerce, the mo- 
bile wallet (m-wallet) might not be 
on the cards. “There are some rules 
regarding stored value cards, and I 
don’t think that ‘stored value mo- 
biles’ will take off unless RBI relaxes 
regulations. And this may not hap- 
pen given the concerns of the cen- 
tral bank on laundering,” he adds. 

According to a report by pay- 
ment processor Visa, m-wallets have 
been successfully deployed using 
Near-Field Communication (NFC, 
a derivative of Bluetooth) in East 
Asian markets like Hong Kong, 
Taiwan and Japan. This makes it 
possible for customers to swipe their 
mobile phones over a bill-payment 
facility and have the funds deducted 
from the amount “stored” in the 
phone. However, banks, telcos and 
third-party payment providers say 
that not only do existing and ex- 
pected guidelines discourage this 
system, but also there aren’t enough 
Point of Sale (POS) outlets. 

This is not to say that mobile 
payments, mobile commerce and 
mobile money transfers are setting 
the house on fire. But with RBI 
guidelines on the subject expected 
any day, this market is bound to 
take off. And even if a tiny sliver of 
banking and informal transactions in 
India shifts to the mobile device, 
India's banking system might never 
be the same again. Just as Indian 
telecom operators revolutionised 
the service model, India's banks 
and mobile operators can lead the 
way in transforming the way India 
transacts business. ไพ 
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a $119-billion portfolio 


LIC’s Mathew: He manages 
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With investments of a little over Rs 44,000 crore in 2007-08—up from a 
meagre Rs 5,400 crore two years ago—the Life Insurance Corporation is 
easily the single-biggest shopper in Indian stocks. RACHNA MONGA 


. P. SINGH HAS BEEN A DEVELOPMENT 
officer with the state-owned Life 
Insurance Corporation (LIC) since 
1985. Over the past 23 years, the 
44-year-old Singh has been focussed 
on aggressively selling life insurance and providing af- 


ter-sales service to policyholders. 
Singh's untiring can-do spirit 
has resulted in him being listed 
amongst the top-selling agents of 
LIC for several years now. Over 
the past couple of years, how- 
ever, Singh has been spending 
considerable time and energy 
on another assignment—keeping 
an eagle eye on the Sensex, the 
30-share benchmark index of 
the Indian stock markets. He's 
also closely monitoring move- 
ments of a clutch of stocks, and 
one of his duties these days is to 
send regular updates of LIC’s net 
asset value (NAV) to clients. 

The transformation of Singh 
into a stock market-savvy 
adviser is a reflection of how 
the largest and the only public 
sector life insurance company 
has been re-inventing itself in 
the face of competition from 
the private sector. The monop- 
oly of LIC came to an end in 
2000, and since then at least 17 
private sector players, most in al- 
liance with foreign insurance 
companies, have taken the 
plunge. Till last year, the pri- 
vate sector had cornered a fourth 
of the market in terms of pre- 
mium income. 

The ability of the private 
players to flex their muscle 
comes on the back of the suc- 
cessful launch of market-linked 
insurance policies known as unit- 
linked plans (ULIPs). These poli- 
cies provide both protection and 
the prospects of returns, and in 


Buys and Goodbyes - 


Stocks in which LIC has increased 
exposure since March 2003. 








Stocks in which LIC has reduced 
exposure since March 2003. 


Bajaj Electricals 


W Stake in March 2008 (%) ว Stake in March 2003 (26) 


Source: CMIE Prowess 








a till-recently booming market, ULIPs became a huge 
draw among investors and policyholders. 

LIC is no stranger to ULIPs, but it was only in 
2003-04 that it began focussing sharply on such 
plans. By March 2008, these policies were account- 
ing for 85 per cent of its total annual premium in- 


come, as against 42 per cent 
two years earlier. The shift to 
ULIPS has translated into the pur- 
suit of performance on Dalal 
Street. LIC has been a major 
stakeholder in a clutch of blue- 
chip companies (Larsen & 
Toubro and ITC, to name just 
two notable ones), but it's al- 
ways been a passive investor. 
Not any longer. As of March 
31, 2008, its portfolio of 1,000- 
odd stocks was valued at 
Rs 1,90,214 crore—that's à 
portfolio any fund manager, do- 
mestic or international, would 
give an arm and a leg for. And 
it’s a huge portfolio, all right. 
How's this for perspective: the 
total equity assets managed by 
the 32 domestic fund houses at 
the end of fiscal 2007-08 was 
some Rs 17,472 crore less than 
the LiC portfolio—the mutual 
funds managed equity assets 
worth Rs 1,72,742 crore as of 
March 31, 2008. 

LIC's investments in stock 
markets have gone up from just 
Rs 5,400 crore in fiscal 2005 
to Rs 19,000 crore a vear later, 
to Rs 44,320 crore in 2007—a 
whopping 133 per cent jump 
over 2006. It plans to invest an- 
other Rs 40,000 crore in stocks 
in the current fiscal. That's 
equivalent to roughly three- 
fourths of the entire net inflow 
of foreign institutional investors 
(Fils) into Indian equities—the 
Fils pumped Rs 53,405 crore 
into the Indian markets in the 
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Deven Choksey 
Managing Director, K.R. Choksey Securities 


"LIC's decisions to increase or decrease exposure 
are increasingly driven by value-investing practices” 


year ended March 2008. 

On any given trading day, LIC buys and sells stocks 
worth Rs 200-300 crore. Old-time brokers empan- 
elled with Lic for more than a decade unanimously 
point out that it has become an active investor over the 
past few years. “We have seen a progressive shift in its 
investment style. The decisions to buy and sell a stock 
or increase or decrease exposure in existing stocks are 
increasingly driven by value-investing practices,” says 
Deven Choksey, Managing Director, K.R. Choksey 
Securities, a Mumbai brokerage. 

LIC’s basic investment philosophy has stayed con- 
sistent over the years—it still hunts for attractively val- 
ued large-cap stocks, holds them for the long term and 
doesn’t venture into unknown and small-cap stocks. 
“Our investments are mainly in S&P CNX Nifty stocks and 
mid-cap stocks to some extent,” avers Thomas Mathew 
T., Managing Director, Lic. What has changed is the fre- 
quency of its trades. For instance, it is not 
unusual for LiC-empanelled brokers to be : 
given a mandate to sell a stock as soon as its 
price rises by 20-25 per cent. 

Like many of its private sector coun- 
terparts, LIC believes in going against con- 
ventional market wisdom—it will sell when | 
most are buying, and vice versa. In the | 
volatile quarter ended March 2008, for ง 
instance, LIC was probably among the few ง 
investors to take advantage of falling prices. 

It hiked its stake in several large blue-chip — | 
companies such as ICICI Bank, ACC, Grasim 


muc mis 


- LIC Vs the Fils 


It has stepped on the gas 
over the past couple of years. 





2005-06 2006-07 2007-08 


| Figures are net investments in | 
| Rs crore; Source: SEBI & LIC 
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Ashwin Dani 
Vice Chairman & Managing Director, Asian Paints 

“LIC has become more aggressive and consumer- 
centric in its approach” 


Bharti Airtel and ONGC. According to brokers who did- 
n't wish to be identified, Lic bought shares worth 
Rs 10,000-12,000 crore during that quarter—a quarter 
in which Fils dumped Indian shares worth $2.83 billion 
(Rs 12,169 crore). R. Rajendran, CFO, Lakshmi Machine 
Works, a Coimbatore-based manufacturer of textile 
machinery, feels domestic investors like LIC should be al- 
lowed to play a more active role in countering the FII 
brigade. “Individual shareholders in any listed company 
rely on the strength of its institutional investors who can 
support the price when it comes under pressure from 
foreign investors. So, when an institution like LIC invests 
in a company, individual investors should get a level of 
comfort,” points out Rajendran. “We keep buying and 
selling stocks irrespective of the level of the Sensex,” 
stresses Mathew, which perhaps explains why he isn’t 
tracking every move of the market. 

One would imagine that the man who manages a 
portfolio worth $119 billion (Rs 5.12 lakh 
crore) would take a minute by minute acco- 
unt of price charts, watch out for Nymex 
crude levels in the evening or check out 
the closing index level of the Dow Jones or 
Hang Seng indexes and decide what to buy 
and sell the next day. But Mathew’s office is 
different. There’s only a business channel 
running on a television screen. 

Mathew heads LIC’s investment manage- 
ment department. He’s assisted by a team of 
100-odd chartered accountants, cost accou- 
ntants, MBAs, legal experts and insurance 





Industries, rrc, Mahindra & Mahindra, 


98 BUSINESS TODAY AUGUST 10 2008 


graduates. Some 10-12 members of this 


เพ ง พ น จ ย ต อา ห แจ จ ง พ ก 


So Inspired. 


Ista Hotel Hyderabad lel: +91 (40) 4450 8888 E-mail: sales®istahyvderabad.com 
Ista Hotel, Bangalore - Tel: +91 (80) 4018 7001/7 2555 8888 E-mail: reservations@istabangalore com 
Read. Office (Delhi): +91-11-26568888 E-mail: salese?istahotels.com Mumbai Sales:+91-22-2605 2794/95/96 E-mail: mumbsaisal 





bt investing 


team focus only on research and 
analysis of companies. Individual 
fund managers handle the portfo- 
lios of non-linked and linked in- 
surance policies. For every stock a 
fund manager buys and sells, the 
investment committee has to ap- 
prove the list and the investment : m 
managers have to execute orders 


| Reliance 
| Industries 
| — Larsen & Toubro 


ICICI Bank 
according to this mandate only. — | — 
Competition has forced LIC to Communications 
upgrade the knowledge and skills Tata Stee! 
of the investment management : 
and marketing team. Dun & E 
Bradstreet, a business consultancy State Bank 
firm, has been conducting capital dinde 
market workshops for LIC’s in- Bharti Airtel 
vestment and operations teams Hindustan 
for the past three years. The แพ พ ห์ 
agents, field workers and mar- แล 
keting executives are also trained เพ 
on capital markets at the National Technologies 
Insurance Academy, an institute Nen 


set up by Lic. The Indian Institute 
of Management Ahmedabad has 
designed a post-graduate capital 
markets' course for LIC employees; 
the first batch of 50 is undergoing 
training in Mumbai. ACC 
It's through such training pro- 
grammes that agents and devel- 
opment officers like Singh (quoted 
earlier) have become market savvy. 
“We have selected our top agents 
on certain criteria and they are 
being given specialised training in Source: CMIE Prowess 
wealth management. These agents — — 
will be designated as wealth man- 
agers,” says Mathew. LIC has more than 10 lakh agents 
across the country. This agent force gets a chance to 
meet LIC's investment management team every quarter. 
If there has been one criticism of LIC over the years, 
it's the reluctance of the insurance behemoth to exercise 
its clout as an active shareholder. In many interna- 
tional markets, institutional investors like pension funds 
and asset managers play a key role in influencing man- 
agements' decision-making in companies where they 
hold a majority stake. In South Korea, for instance, an 
institutional shareholder in Hyundai Motor Company 
raised Cain about embezzlement and other wrongdoings 
by its Chairman in February. Similarly, in Australia, tele- 
com major Telstra faced severe criticism from share- 
holders at its annual general meeting over the fat salary 
packages being picked up by its senior executives. 


GA! | (India) 


Grasim 
industries 
Steel Authority 
of India 
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ฑ์ ฑ์ ร 
The Insurer's Favourites 
. LIC's top 20 holdings as on March 31, 2008. 





E Stake neld (%) W Value (Rs crore) 


LIC holds more than a 10 per 
cent stake in 39 listed companies 
(for which data was available). 
"We do not interfere with man- 
agements of the companies. We do 
have nominee directors on some of 
the boards, but we play a sup- 
porting role," says Mathew. That 
. supporting role may well involve 
| expecting more from manage- 
ments—in terms of prompt ap- 
praisal of new developments such 
as new projects, and orders 
bagged. Ashwin Dani, Vice 
Chairman & Managing Director, 
Asian Paints, says: “LIC has be- 
come more aggressive and con- 
sumer-centric in its approach over 
the years. They have been an active 
shareholder (in Asian Paints) over 
the past 10 years or so and have 
regularly asked us for updates on 
the progress of our company’s 
business. This has been facilitated 
through presentations to LIC’s eq- 
uity management team, confer- 
ence calls and investor meets.” As 
on March 31, Lic held 7.97 per 
cent of Asian Paints’ equity. 

Adds Lakshmi Machine Works’ 
Rajendran: “116 has been one of the 
stable institutional investors in our 
company ever since it invested dur- 
ing the IPO in 1964. We regularly 
update them about the company’s 
performance but, over the past few 

— years, they have got their own an- 

alyst team that regularly interacts 

with us and seeks information." The insurance major held 
an 11 per cent stake in the company as on March 31. 

At the end of the day, however, LIC has to justify its 
presence on Dalal Street by turning out attractive returns 
to policyholders. When compared to the Sensex, its 
overall performance has been a mixed performance. 
Since its launch in March 2005, the growth option of 
Future Plus has an annualised return of 48 per cent 
against the Sensex's 60 per cent over the same period. 
Fortune Plus, launched in August 2007, has seen a 16 
per cent drop in its net asset value, while the Sensex has 
fallen by 6 per cent since then. But the performance of 
some of its new policies has been much better: Money 
Plus, launched in May, has lost 1.5 per cent whereas the 
Sensex has shed 21 per cent. Clearly, returns matter for 
LIC but so does preservation of capital. 8 
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Dancing on Dalal Street 





Life insurance firms are giving the much-touted Fils a run for their money. 


VIRENDRA VERMA 


ILL RECENTLY THE STILL- 
swelling tribe of foreign 
institutional investors (Flls)— 
all 1,422 of them who are regis- 
tered with the market regulator— 
were the guiding beacon for do- 
mestic market players. If the Fils 
were buying, local punters tagged 
along; if the frangi fraternity sniffed 
—as it appears to be doing now— 
Dalal Street got the sniffles. 
Investors back home could, how- 
ever, be missing a trick or two if 
they haven't been following another 
class of investors; they're a cluster 
that has been making sizeable in- 
vestments, but without much ado— 
they are the insurance companies. 
To be sure, the state-run 
insurance goliaths have made their 
presence felt on the stock markets 
for many years now. However, now 
with their private sector counter- 
parts, too, looking for the high re- 
turns that equity promises (but does- 
n't assure), the investments of in- 
surance companies are virtually at 
par with those of Fils. Insurance 
industry players claim their net in- 
vestment in stocks in 2007-08 was in 


Puneet Nanda. ICICI Prudentia 


FUNDS MANAGED: Rs 28,000 cror 


H LIE IE Crori In equity 





RAJKUMAR 


the Rs 50,000-55,000 crore range 
(with the state-run LIC accounting for 
a bulk of that figure—see The Biggest 
Bull of All); the corresponding figure 
for Fils over the same period was a 
little over Rs 53,000 crore. 

Along with the sheer quantum of 
investment by these domestic mon- 
eybags, also significant is the long- 
term nature of their strategy. 
Typically, the insurance majors invest 
for 5-10 years, without having to 
ponder over redemptions—some- 
thing that mutual funds and Fits have 
to periodically take into account. 
“When there are outflows from Fils, 
there are inflows into the stock mar- 
ket from life insurance companies,” 
says Puneet Nanda, Chief Investment 
Officer, ICICI Prudential Life 
Insurance, who manages Rs 28,000 
crore of funds, Rs 18,000-20,000 
crore of which are in equity. 

The insurance companies also 
serve as an ideal counter to other big 
investors with their contrarian ap- 
proach. *When the market was ris- 
ing we were selling; and in the fall 
the cash was deployed," says 
Prashant Sharma, Vice President 


Prashant Sharma. Max New York Lif 
FUNDS MANAGED: Over Rs 4.000 cron 


iroun ber cent It equity 


(Investments), at Max New York 
Life. Sharma, who manages over 
Rs 4,000 crore of assets, adds that 
most long-term savvy investors 
would have followed a similar ap- 
proach. Prasoon Gajri, € [ ล เล 
AIG Life Insurance, who manages a 
little over Rs 4,100 crore of assets, 
half of which are in equity, says 
the exposure to stocks tends ro in- 
crease in a falling market. 

If insurance companies are 
increasingly chasing equities, it's 
because of the rising popularity of 
unit-linked insurance policies 
(ULIPS), which offer holders the 
twin benefit of cover and returns 
(although the returns aren't guar- 
anteed). Keeping in mind the latter 
objective, a majority of the funds 
raised under ULIPs are invested in the 
stock market. “ULIPs have caught 
the fancy of investors. This is mainly 
due to the stock market gaining 
over the last few years," says S. B. 
Mathur, Secretary General, Life 
Insurance Council, a self-regula- 
tory organisation for the insurance 
industry, and former Chairman 
of LIC. 8 
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Transformation 


Armed with new products, Chennai-based ERP vendor Ramco Systems 
hopes to leave its forgettable past behind. Can it? NITYA VARADARAJAN 


NFINITY', RAMCO SYSTEMS’ 

impressive new logo, is diffi- 

cult to miss as one enters the 

company’s corporate office 

on Chennai’s Sardar Patel 
Road near the IT corridor. For the 
promoter P.R. Venketrama Raja, 
it signifies the infinite potential his 
company and its products have. 
But for shareholders, it ironically 
represents the infinite patience they 
have kept so far as they wait for one 
of India’s earliest IT product com- 
panies in the highly competitive 
Enterprise Resource Planning (ERP) 
space to turn profitable. 

In its eight long years as an in- 
dependent listed entity (it was ini- 
tially a division of Madras Cements 
and then demerged in March 2000), 
Ramco has been piling up losses. 
By 2004-05, it had accumulated 
losses worth Rs 297.62 crore. That 
year, the company chose to set off 
the losses against the share pre- 
mium account in a bid to make its 
balance sheet a bit more reassuring 
for prospective customers. That did 
not help, as the losses returned and 
as of last year (2007-08) accumu- 
lated losses stood at Rs 49.23 crore. 
Though on paper Ramco posted a 
marginal net profit of Rs 10.49 
crore in 2007-08, a closer look at 
the figure reveals that this was pos- 
sible only on account of an ex- 
traordinary income (profit from 
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sale of its headquarters). Its loss, 
otherwise, would have been higher 
at Rs 58 crore. 

The company has been surviv- 
ing through periodic infusion of 
funds by way of preferential and 
rights issues to raise Rs 336 crore so 
far (see The Lifeline) to fund its 
losses. It also sold its corporate of- 
fice recently to Madras Cements, a 
group company, to garner Rs 90 
crore and has announced plans for 
yet another rights issue—its third in 
eight years. Software product com- 
panies, understandably, do take a 
while to turn profitable. But for 
Ramco, the gestation period has 
exceeded well over a decade and 
more. Can it really turn around? 


Trump Cards 

Raja, though, is upbeat 

| ม A" Dec. '07 
and comes across as 245.65 


an entrepreneur de- 


p July '07 
| 165.65 


No Confidence 


If Ramco's stock performance is any indication, 
then investors are not expecting any quick turnaround 





termined to take his company for- 
ward and emerge successful. “What 
we have today is a different class of 
products and services. It is only a 
matter of time before big customers 
and profits come our way. We need 
to persist and move forward without 
making any errors," he says. The 
product that Raja is talking of is 
Ramco's VirtualWorks, which, ac- 
cording to him, could sit with ease 
on just any business process and is 
very flexible. If he is to be believed, 
it is far more efficient than those of- 
fered by existing ERP majors (read 
SAP & Oracle). Traditional ERP, Raja 
says, only covered those business 
processes that it could easily auto- 
mate. There was always a subset of 
business processes that were not in- 
cluded in the ERP and these had a 
different set of software. Human 
intervention was needed to cor- 
relate the independent processes 
with the main ERP and this led to 
implementation problems. 
"Ramco's VirtualWorks was 





Closing prices in Rs 


4334010 









designed from start to overcome 
this handicap," he explains. 
Besides, Ramco's product is ap- 


parently “well liked" by organisa- 
tions with rapidly changing busi- 
ness models that desire flexibility in 
their ERP system. “One size does 
not fit all, and our business platform 
allows users to create the services 
they need,” contends Raja. Ramco 
has more than 400 clients, including 
Texas Instruments, Moser Baer, 
City of Durban, HDFC Bank, DLF, 
Swatch group, and Philips Medical 
Systems. Says Jayant Bhattacharya, 
an analyst with the multinational 

C Advisory Group that specialises 
in manufacturing research, mar- 
keting and consultancy: “Ramco’s 
ERP has been more successful than 
those of others in this space in 
terms of extracting multi-layered 
information and data—for instance, 
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in its product, you can find ven- 
dor linkages, logistic linkages, reg- 
ulatory environment, apart from 
the manufacturing processes. 
Besides, it is the only one today 


The Lifeline 


Ramco Systems has had to tap 
funds frequently to stay afloat. 


Route 


Year 


Mar. '00 Preferential issue 


to poe 174.70 








Source: Company 
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Vice Chairman, MD 
P.R. aja: 


Determined to take Ramco forward 


that can be execute 


ously multi-site and 


All the others has e tO pi 


location.” Adds Mahe 
General Manager (T 
Ramco's Virtual Wor 
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in May 2008 with bar 


across its 69 location: 


no traditional ERP avai 


our requirements, ex 


Pay and Use 
The service aspect 
ferred to earliet 


OnDemand ERP 

initiative that allow 
medium companies t 
full-blown ERP plati 
[h 


pay monthly subscripti: 


having to own It. 


a few thousand rupee: 


arc 


are telling SME compani 
forget about running your s 


Kamesh Ramamoorthy, COO, Ramco 
"Now, we are seeing where we can 


coexist seamlessly" 


just run your business," 
says Raja. Since its launch 
in February this year, 
Ramco's OnDemand ERP 
has roped in 150 cus- 
tomers and on an aver- 
age, three or four com- 
panies are signing up 
every week. 

The ‘Software as a 
Service’ model is a very 
happening area and 
Ramco has made a timely 
entry, according to 
Balaka Baruah Aggarwal, 
Senior Manager 
(Emerging Services, APAC 
region), Springboard 
Research. “Even in India, SMEs are 
trying to tap into US-based NetSuite 
(which offers solutions through a 
similar model but does not offer 
full-fledged ERP) despite possible 
servicing issues. Ramco's name is 
better known here and they have a 
pricing advantage," she says. 
Ramco's CFO, K. Ramachandran, 
expects the OnDemand ER» to stem 
the losses. “This year, we hope to 
generate Rs 10-12 crore income 
only from this," he says. 


Equity 


Process Change 
Simultaneously, the company has 
revised its marketing strategies to 
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Share capital 





K. Ramachandran, CFO, Ramco 


"This year, we hope to generate Rs 10-12 crore 


| income only from OnDemand ERP" 


Numbers Says It All 


Extraordinary adjustments/income have not 
helped Ramco portray a better picture. 


2003-04 2004-05 
11.60 12.28 


2005-06 
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"Apcómdlated qm "pm Rs 297. 62 crore was adjusted against 
share premium account in 2004-05 
* *Includes net exceptional income of Rs 60.33 crore, comprising profit 

from the sale of land, building and other assets worth Rs 68.58 crore and 
other exceptional expanses of Rs 8.25 crore; All figures in Rs crore on 


2011). For one, compa- 
nies are wary of sharing data. For 


push its VirtualWorks in the global 
market. “We have tied up with var- 
ious partners who will also help 
with implementation," says Kamesh 
Ramamoorthy, 
Operating Officer. Ramco is tying 
up with other technology partners 
where needed. “We used to write 
our own code for each and every 
requirement. Now, we are seeing 
where we can coexist seamlessly,” 
says Ramamoorthy. 

But the question that its in- 
vestors have been asking is whether 
Ramco can finally propel itself into 
a new orbit. Frost & Sullivan's 
Deputy Director for ICT Practice 


2006-07 2007-08 


Ramco's Chief 


for South Asia and 
Middle East, Kaustubh 
Dhavse, feels that it has a 
good future if it maps its 
strategy well. *Ramco 
should target the SMEs 
and play the volumes 
game. If it is persistent 
and successful, it could 
become a big name in 
another 10 years,’ 
Dhavse says. However, 
there are significant chal- 
lenges in cracking the 
SME market (projected to 
be worth $45 million for 
demand ERP by 


TE 


another, SAP, the market leader, 
is set to launch its own on 
demand FRP late next year. 

Then, there's the global slow- 
down to worry about. In the mid- 
‘90s, around the time Ramco read- 
ied to launch its ERP product, India 
embraced globalisation, which al- 
lowed players such as SAP and Baan 
to enter and sweep the market 
from under Ramco's feet. This 
time around as Ramco readies itself 
once again with ‘path-breaking 
products’, global slowdown is star- 
ing it in the face. Will it be second 
time unlucky? 8 


| Education is a gold mine not 
| just for entrepreneurs 
but also for the country. 
| Problems abound, 
but some brave investors 
are pressing ahead 
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India Inc. Goes to School 


With the education industry set to grow from $40 billion now to 
$68 billion by 2012, a variety of investors are beginning to get in. 
Private investment isn't the whole solution to India's education 
problems, but it is a significant part of it. sHAMNI PANDE 


T'S SIMPLER THAN ELEMENTARY 
math, really. The next wave 
Of great entrepreneurial ac- 
tivity in India is going to be 
centered around education. 
India's 75,000 private schools ac- 
count for just 7 per cent of total 
institutions and enrol 90 million 


students. Of course, there's a 
slightly larger universe of children, 
about 129 million, who go to pub- 
lic schools. Still, that leaves 142 
million students who are not in 
the system yet, says a CLSA report 
on education. 

Game for more number- 


crunching? The country has nearly 
370 universities and 18,000 col- 
leges, 500,000 teachers and the 
third-largest system in terms of 
enrolment with more than 10 mil- 
lion students. Whereas, Japan with 
its nearly 128 million people, has 
684 universities, USA with 300 


India has just 370 universities compared to 2,364 in the US 
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million people has 2,364 univer- 
sities, and Germany with 82 mil- 
lion people has 330 universities. 
"Clearly, there is a big gap be- 
tween India and the us/Japan. The 
situation is similar in terms of en- 
rolment," says N. M. Kondap, 
Vice Chancellor, SVKM’s Narsee 
Monjee Institute of Management 
Studies (NMIMS). 

And the appetite for a better to- 
morrow is only growing as aspiring 
families seek to give their children 
the greatest opportunity to succeed 
and prosper in the new economy. 
Given this, business opportunities in 
education are opening up virtually at 
every level: Kindergarten up to 
Standard XI (called K-12, for short), 
coaching classes, business schools, 
etc. Analysts estimate this industry to 
be worth $40 billion. “Education is 
certainly one of the biggest areas 
of consumer spending,” says Gopal 
Jain, Partner, Gaja Capital. Yet, 
there are hiccups to this in the form 
of the regulatory environment, but 
we'll come to that later (see 
Regulated to Death). 


Training Sights 

India’s education and training sec- 
tor market is valued at $40 billion 
with a potential 16 per cent five- 
year CAGR as per the CLSA report. 
“Bulk of the core education space is 
around K-12 and there now appears 
to be a glut in engineering colleges 
and B-Schools,” says Ashish Rajpal, 
co-founder, iDiscoveri, a company 
that, among other things, seeks to 
provide learning aids and training 
to educators and also business lead- 
ers. And, it is here that many new- 
age entrepreneurs have trained their 
sights on, especially after the success 
of Educomp Solutions, which has 
become a Rs 4,803-crore company 
on the stock market since it listed in 
2006 (at the height of the market 
boom in January 2008, its market 


GRAPHICS BY KULDEEP 


A GROWING PIE 


K-12, tutoring and professional education will 
drive the boom. 


19,655 


Tutoring (Grades 5-10) 
Educational books 


Educational stationery 





Pre-schools 


Pvt. Professional colleges 


Child skill enhancement 





mm 2012 market ($ mn) 
Source: CLSA Asia-Pacific Markets 


mm Current market ($ mn) 


cap was about Rs 9,750 crore). 
“We have opted for an ‘Intel inside’ 
approach and wish to participate in 
the school curricula by providing 
intelligent content, and teacher train- 
ing," says Rajpal. 

And the core of primary edu- 
cation, valued at $20 billion, is be- 
ing addressed by private players as 
there's clearly a huge demand for 


better schools from the country's 
middle class. In addition, supple- 
mentary teaching is another area 
of growing opportunity: “We esti- 
mate at least 20 million children 
take some form of tuition outside 
the classroom," says Bhavtosh 
Vajpayee in the CLSA report on ed- 
ucation. (Incidentally, Vajpayee was 
on BT's Best Equity Analysts listing in 
the issue dated July 27, 2008). 

And even as this is ramping up, 
the market is further being prised 
open at the pre-school level (i.e., 
for children aged between two years 
and four years) where the market 
size is estimated at around $900 
million. “This sector is dominated 
by regional players and there are 
very few players with larger vision, 
though that is beginning to change,” 
says Shantanu Prakash, founder & 
MD, Educomp, a Gurgaon-based 
education services company 

As the demand for education 
grows, so does the demand for 
the paraphernalia around educa- 
tion. For instance, textbooks 
(worth $2 billion annually), sta- 
tionery ($1.3 billion) and learn- 
ing aids such as CD-ROMs ($120 
million) are all recording growth. 





At least 20 milllion children in India take some form of tuition outside classrooms 
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entry of the wired classroom that's 
going to transform education in the 
years ahead. Analysts estimate that 
this market is worth $30 million at 
present and with the potential to be 
a $800-million market. 

Aside from tutoring at school- 
level, there's an entire market for 
preparatory classes for students 
wanting admission in IITs, MBAS, 
medical colleges and civil services. 
Millions of Indian parents, eager to 
see their children get a seat in one of 
these professional courses, are 
coughing up sizeable sums of money 
into prep classes. At last count, prep 
institutes were pulling in $1.7 billion 
a year. Alongside, the opening up of 
aviation, financial services, telecom 
and modern retail has seen the mar- 
ket for vocational training soar, 
which is estimated to be worth $1.4 
billion a year. Just like teacher train- 
ing and finishing schools for IT, 
training for BPOs is another area of 
demand. Yet, these are just beginning 
to take off, with an industry size of 
$40 million. 


Issues of Decree 
Sensing opportunity, PE and vcs 
have stepped in; last year they in- 
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vested more than $90 million in 
Indian education companies, against 
the $17.5 million they invested in 
2006. So, it comes as no surprise 
that education is being billed as the 
hottest space for growth in 2008. 
And the good news: there are no 
full stops to this growth story. But, 
still, some investors have adopted a 
cautious approach. According to 


Jain of Gaja Capital: “Private in- 


vestments into education cannot 
boom unless there is a complete re- 
vamp of the regulatory framework.” 
Others agree as well. “This is an 
area that requires huge re-engi- 


CHEESE AND CHALK 


After food, education is the biggest expense for 
most Indian households. 


Food & grocery 
Education 
Entertainment 
Mobile phones 
Fuel & transportation 
Stationery 
Personal care i 4. 
Communication [ศี 3.7 

Healthcare NR 3.2 

Footwear ไพ พ 3.1 

Toys & gifts 3 
Apparels 
Loen repayment 
Cable & Internet 
Household help 
Homecare 
Rent & utilities 
Jewellery 
Vacations 
Furnishing 
Others 


Figures indicate percentage spend of an average Indian househald 
Source: CLSA Asia-Pacific Markets 














neering to meet the demand of a 
growing nation and somehow our 
policy is stuck with controlling in- 
puts to education rather than look- 
ing at the quality that's being 
churned out,” says Professor C. S. 
Venkata Ratnam, Director, 
International Management Institute. 
That education is part of infra- 
structure growth was pointed out in 
1998 by the Asian Development 
Bank. “Though the 11t Plan gives 
attention to the area, a lot of it is 
around issues like mid-day meals," 
says Ratnam. 

The frustration is apparent. For 
higher education, an Act of 
Legislature or Parliament is required 
to establish a university. Deemed 
universities that exist require com- 
plicated entry methods, and so does 
the affiliation system under which 
some 20,000 colleges are affiliated 
to around 120 universities. Even 
the current system of accountability 
of public learning institutions is 
vague. For K-12 level, again there's 
great opaqueness: for instance, 
schools cannot be run by out-and- 
out profit-making companies; but 
then who defines how much “sur- 
plus" is too much or *reasonable"? 

There are restrictions around fee 


} are JUST SOME achievements that nave made 
us the foremost name in the oil & gas, infrastructure 


and petrochemical sectors. 


The stage is global, the projects complex, 
the staff diverse. But in unity, we are one name. 
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structures. And education is both a 
state and a Central subject with reg- 
ulations varying dramatically in dif- 
ferent states. So, Delhi does not 
freely permit commercialisation 
of education, while states such as 
Maharashtra, Gujarat and Haryana 
allow *for-profit schools". Also, 
there are restrictions on the entry of 
foreign educational institutions, and 
a Bill is pending that seeks to grant 
them university status and allow 
exemption from existing laws 
around enrolment, reservation/ad- 
mission and fee. “Today, the only 
way as a nation to convert our 
population into an asset and move 
towards greater affluence is to have 
a plan on education," says Jain of 
Gaja Capital. *But where is the 
plan?" he asks. He points out that 
the country today is in dire need of 
educated, employable people. “Our 
country needs more entrepreneurs 
and innovators and these can 
only come from a revamped ed- 
ucational system," he adds. 
There are worrisome issues. 
Take technical training, for exam- 
ple. While there's a glut in profes- 
sional engineering colleges because 
they were opened up for private 
players years ago, ITI and poly- 
technics are still out of bounds. 
Says Ratnam of IMI: “I consult with 
companies and they tell me that 
they need six technicians for every 
engineer that they hire. Are we 
training enough people to cater to 
the real estate and the white goods 
sector that require such services?” 


Opportunity in Constraints 

Yet, what some view as a com- 
plete failure of public initiative to 
reach out to the growing needs 
of the country, others see an op- 
portunity in it. “We have sought to 
creatively understand the regula- 
tions, as there’s no point in be- 
rating the system all the time,” 
says Prakash of Educomp. Only 
those who have a long-term vi- 
sion can survive as this is getting to 
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PROFESSIONAL PROMISE 


The burgeoning demand for engineers 
and MBAs is fuelling a boom in 
professional colleges. 


MEDICAL 


Private colleges 140 
Per college per batch 100 
Total students 70,000 
Annual fee (Rs) 250,000 
One time admission fee (Rs) — 100,000 
Revenue (Rs m) 18,900 
Per college (Rs m) 135 





















300 
1,440,000 
50,000 
234,000 
195 


Total students 

Annual fee (Rs) 

One time admission fee (Rs) 
Revenue (Rs m) 


Per college (Rs m) 


300 
150 
90,000 


MBA 

Private colleges 

Per college per batch 
Total students 
Annual fee (Rs) 


Medical Council of India 


be a very capital-intensive seg- 
ment. Hence, Educomp has grown 
from providing education inputs 
and training to participating in ac- 
tually running schools and being 
accountable for student outcomes. 
Nearly, 30 per cent of Educomp's 
revenues come from the public- 
private partnership model (PPP). 
So, it is not as if the view is 
entirely dim. Last year, the 
National Knowledge Commission 
Report made some progressive 
recommendations that sought to 
recognise and encourage the role 
of private providers in education. 
"Let's not forget that private play- 
ers have thrived in this system and 
made money as well," say Pawan 
Agarwal, a senior civil servant and 


Fulbright New Century Scholar 
on Higher Education. Agarwal has 
also served as financial advisor 
and coordinator of new initiatives 
in the University Grants 
Commission for two years. His 
book on education is to be soon 
released by Sage. 

*But certainly re-thinking in 
key areas is necessary," says 
Agarwal. He even points to the 
brighter side of the “non-profit” 
rule that governs educational in- 
stitutions: it has actually allowed 
educational entrepreneurs to grow 
by ploughing money back into 
their business. According to him, 
the key lies in offering quality 
education, which most of the pro- 
gressive entrepreneurs seem to 
have understood. 

The key to ensuring quality lies in 
a robust accreditation system, which 
so far has meant university affilia- 
tions. “The coverage of National 
Assessment and Accreditation 
Council is poor and we need a more 
robust mechanism like in the US, 
where a student cannot move from a 
non-accredited system to an accred- 
ited one and also cannot partake of 
funding in the former. Education 
today suffers from information asym- 
metry and there are no indications on 
quality,” says Agarwal. 


What Lies Ahead 

Clearly, only those who have a long- 
term vision will survive as educa- 
tion is becoming a very capital- 
intensive segment. Many private 
players like Educomp are actually 
making money by participating in 
PPPs. Indeed, new initiatives are rising 
with ICT (Information & Comm- 
unication Technology) in schools 
becoming an early success story. The 
space for participation includes in- 
volvement in areas such as building 
schools, colleges, job centres and 
providing information systems. For 
instance, IL&FS Education and 
Technology Service (IETS) is working 
with Pimpri-Chinchwad Municipal 





PROVIDING BACKBONE SUPPORT TO BUSINESSES EVERYWHERE 


Whether you're a global Fortune 500 company or a small business, we have what your business 
needs. Be it IT Applications, Hardware Solutions, Remote Infrastructure Management or BPO, for 
all your backbone support you can trust HCL. Our work in the field has helped us garner the rank 
of the No. 1 Infrastructure Outsourcing Vendor* and has made us the premier System Integration 
company of the nation. So rest assured that we'll make it our business, to manage yours. TECHNOLOGY 


HCL Enterprise provides various IT services, and manufactures and distributes various IT products like desktops, notebooks, workstations, servers, printers, projectors, security products and storage solutions 


*HCL is the No.1 Infrastructure Outsourcing Vendor in “The Black Book Of Outsourcing - 2007" by Douglas Brown and Scott Wilson ป lal {OU es lives 
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Corporation to provide solutions, 
even as the Jharkhand government 
has roped in Core Projects to roll out 
computer-aided education pro- 
gramme at the local level. These are 
not stray examples, as many other 
companies are part of the fray like 
Tata Steel that has signed an MoU 
with Jharkhand government to up- 
grade polytechnics and rris. 
Already, the right noises are being 
made and court verdicts too point to 
greater requirement of schools and 
higher education institutions. Still, 
there exists a hazy understanding 
on the scale of profits that form the 
core of the debate as education instit- 
utions cannot as yet be for-profit, 
capitalistic entities. In the absence 
of centralised or regionally-consis- 
tent regulation, profit is likely to 
come from the provision of services 
such as land leases, intellectual pre )pe- 
rty and school management. *None- 
theless, recent policy statements in- 
dicate a more liberal and welcoming 
environment ahead for private par- 
ticipation,” says Vajpayee of CLSA. 
As the listed companies account 
for a market cap of $2.6 billion 
(on 2008 revenue of $450 million), 
national chains are set to emerge. 
Test prep and tutoring is seg- 
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mented, with the involvement of 
small regional players, while areas 
such as e-learning, teacher train- 
ing and online tutoring are nas- 
cent. K-12 and private professional 
colleges are the most scalable seg- 
ments on offer. In all, the CLSA re- 
port estimates that over the next 
four years (i.e., 2012), the entire ed- 
ucation space would be worth 
nearly $70 billion, with nearly 40 
per cent of the urban children going 
to pre-schools and some 90,000 
private K-12 schools. Among col- 
leges, there would be an addition of 
800 engineering, 300 MBA and 60 
medical schools in the country. 

Encouragingly, many education- 
ists and others associated with the 
segment are beginning to feel that 
higher education—unlike primary 
education, which is uniform to all— 
can be offered at different levels, 
depending upon the need. 
"Government policy talks of higher 
education in terms of uniformity of 
standards and it's clear that the idea 
has not been understood," says 
Agarwal. “Elitism in education at 
the higher level is not a bad thing," 
he says. Especially, if it means that a 
thousand technical institutes will 
bloom across India. เพ 
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Q&A 
Showing the Way 


[ MANIPAL GROUP TODAY HAS TWO 
universities in India and also has 
presence in four other countries 

The Chairman of Manipal Group. 
Ramdas Pai speaks to Rahul 
Sachitanand about the need for 
reforms in education. 





View on government regulation 
| am certainly not against regulation ——it is 
absolutely required, without which 
maintaining a base level or standard will 
become impossible—but a progressive 
regulatory regime to private sector 
participation is the need of the hour. Some 
good intentions are apparent as there are 
forward-looking regulators and the 
National Knowledge Commission Report 
on education reforms is an excellent 
document. However, there is a 
considerable section of the system that 
abhors change and progress and is 
latching on to status quo. Therefore, 
hurdles still remain despite the public 
declarations of intent (including the large 
outlays detailed in the last Union Budget) 


On handling talent crunch 
Talent crunch is severe and we are at it 
in many ways. We pay them well above 
the market rates and have introduced 
additional bonuses for good performers; 
we provide them with opportunities for 
working in our international campuses 
and offer training and academic 
enhancement opportunities. For 
instance, they are given opportunities to 
pursue research in their areas of 
interest,since that also dovetails well 
with Manipal University's increasing 
accent on research. 
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Billion-Dollar Babies 


Private services providers are finding gaps, plugging them and growing 
decent businesses in the process. Many of them aspire to be at least a 
billion-dollar big in the next few years. Flawless execution, however, 
will remain the key to realising these dreams. sHALINI s. DAGAR 


HEN AMITABH NAGPAL, 

founder and CEO of 

StudyPlaces Inc. sits 

in his small, unas- 

suming office off the 
NH-8 near the toll gates in Gurgaon 
and says that several private equity 
investors are making a beeline for 
his year-old company, he is not ex- 
aggerating. He is merely stating 
facts. Education and learning are 
the hot and happening sectors in 
rapidly growing but talent-strapped 
India. “There is a huge informa- 
tion gap that exists for students to- 
day,” Nagpal says. StudyPlaces in- 
tends to fill more than those gaps by 
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CHASING VOCATI 


ONS 


The market for vocational training is estimated 


at $1.4 billion a year 


10% 


Airlines 


33% 


English training 





4% Others 


ce: CLSA Asia-Pacific Markets 


counselling students, helping them 
prepare for tests, even facilitating ap- 
plications. The online portal is al- 
ready drawing, claims Nagpal, 
20,000 students per day and more 
than 150 advertisers, mainly edu- 
cational institutions, both foreign 
and Indian. No wonder, then, apart 
from existing investors, Kleiner 
Perkins, Sherpalo Ventures and Info 
Edge, there are others who want a 
piece of the action. 

Private equity investors do sniff 
the deals ahead of everyone else. 
So, it should be no surprise that 
these days the beeline is to the 
newly-discovered breed of education 
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Up to 5 hours Computing 

The Eee PC™ 1000H is the ideal 
companion for the business traveller. 
With Wi-Fi 802.11n that's 6 times 
faster than Wi-Fi 802.11g and up to 

5 hours of battery life, it offers reliable, 
non-stop Internet communication - 
no worries about lack of connectivity 
or running low on battery! Comfort is 
another big plus, with the 10" large 
screen and 9296 standard keyboard 
for a comfortable viewing and typing 
experience. 


Asus ee TE 


The Best Solution 


for Light Computing on-the-go 


Compact & Super Mobility 

At a mere 1.45 kg, the Eee PC™ is truly a mobile internet device 
for computing on-the-go. The Eee PC is so compact that 1t tucks 
away neatly into virtually any bag | choose to tote 


Large Storage Space 
Thanks to my Eee PC™s roomy and fast 80GB SATA hard disk drive 
| can store all my important documents and presentations with 


ease. What's more, | can store all my music, movies and photo: 
effortlessly on-the-go. 


Trot the globe in style 

Image is equally important in business. For the traveller who wants 
to strike the balance between substance and style, the Eee PC™ comes 
in timeless styles that are as enduring as its scratch resistant casing. 
Stunning in sleek black and pearl white, it makes a great impression 


as much as it means business. Now that's making a state 
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SWEET SPOT 
Niche players in education are attracting private equity money. 

PRIVATE EQUITY FIRM TARGET DEAL SIZE (SM) PERIOD 
WestBridge Capital Partners (Now Sequoia Capital) Brainvisa 5.5 Jan '06 
Sequoia Capital TutorVista 2 Jun '06 
Lightspeed Venture Partners & Sequoia Capital TutorVista 10 Dec '06 
IDFC Private Equity Manipal Universal Leaming 31 May 07 
Manipal Education & Medical Group” Meritrac AIA 18 May '07 
Helix Investments Mahesh Tutorials Bi Aug '07 
SAIF Partners ICA NA Oct '07 
Gaja Capital Career Launcher 7 ว 7 8.3 Oct '07 
Helion Ventures Hurix Systems 5.1 Oct '07 
SAIF Partners VETA E 10 Dec '07 
KPCB, Sherpalo Ventures & Info Edge StudyPlaces ว 3 Jan '08 
Aditya Birla Group Core Projects 35 Jan '08 


Source: CLSA Asia-Pacific Markets, www.mergermarket.com, Media reports 


entrepreneurs whether that be the 
established Manipal Group or the 
mint-new outfits (see Sweet Spot). 


The case for investing in compa- 


nies providing education and learn- 
ing-related services is a no-brainer 
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"HSBC Private Equity Asia 


for investors. Education is a big 
market and will get bigger still. “It is 
a very large market and the private 
spending appetite of a typical Indian 
household is also very high,” says 
K.P. Balaraj, MD, Sequoia Capital 
India, which has invested in online 
tutoring firms, TutorVista and 
Brainvisa. Public spend, too, is 
poised to rise from the current 3.8 
per cent to 6 per cent of GDP by 


> 





2012, according to government es- 
timates. “There will be half-a-dozen 
companies that will garner a lion's 
share of this spend," says Satya 
Narayanan R., Chairman of Career 
Launcher (CL), which has made its 
name in the test prep space. He 
adds purposefully, *If we (CL) are 
not among them then we will have 
only ourselves to blame." Career 
Launcher, however, is expanding 
on a war footing into not just K-12 
and professional schools but also 
career-oriented courses. 

Chennai-based Everonn Systems, 
too, believes in the same dream. 
Managing Director P. Kishore, be- 
lieves that "there will be a few bil- 
lion-dollar education companies in 
India over the next few years", even 
as he hopes that Everonn will be 
one of them. Incidentally, Everonn, 
when it listed in mid-2007, showed 
that capital market has a great 
appetite for education. Its IPO was 
over-subscribed 145 times. 

And the fund raising by these 
education entrepreneurs will only 
continue. The Manipal Group is 
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In news crazy Kerala, serials are not what the influential, 
decision-making audience tunes into. Because, for the affluent and 
discerning Malayalis, news is the best form of entertainment. 

Make sure your brand talks to them. Through Kerala's most preferred 
news channel - Manorama News. 





manorama 


Source: TAM Media Research, Market - All Kerala Kerala's No.1 Ne 
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talking to private equity funds for a 
few of its ventures. While CL is plan- 
ning to tap the capital markets in the 
coming two years, StudyPlaces is 
due for a second round of funding 
in four to five months. New 
Horizons India, a joint venture be- 
tween Delhi-based Shriram Group 
and New Horizons Worldwide Inc. 
is looking to invest Rs 100 crore 
over the next 24 months. And there 
are numerous others. It is after all a 
$40-billion market by some esti- 





a few decades, others have just 
emerged along with the emergent 
opportunities. As the nearly $1-tril- 
lion Indian economy has grown at 
8-9 per cent, thanks mainly to serv- 
ices, it has thrown up new jobs in fi- 
nancial services, retail and several 
other disciplines. And there are 
more industries that are poised to 
feel the talent crunch—power in- 
dustry, semiconductors and others. 
The problem emerges because 
India's working age population is 
nearly 90 per cent unemployable— 
it lacks the soft skills often needed to 
do the job competently. Nirr's CEO 
Vijay K. Thadani says that “com- 
panies now want the first-day, first- 





mates. If they are raising dollops 
of funds, then these education en- 
trepreneurs are also making good 
use of the money. For instance, 
Educomp Solutions is looking to 
invest around Rs 800 crore on in- 
frastructure in the current financial 
year alone. Last year, it spent 
Rs 35 crore on R&D and in building 
intellectual property. Those are 
good signs for the economy. 


Men in a Tearing Hurry 
While some of these companies and 
entrepreneurs have been around for 
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hour ready professional". In tune 
with the times, NiIT describes it- 
self as a global talent development 
corporation. NIIT is now success- 
fully following its IT training serv- 
ices model in other growth areas 
like financial services. Sure enough, 
the education entrepreneurs are 
in a hurry to scale up as the de- 
mand for talent virtually explodes. 
Their aim: garnering market and 
mind share. “The effort-benefit ra- 
tio in education is such that the 
early movers are at an enormous 
advantage," says Nirr's Thadani. 


Sample the expansion of the 
Manipal Group, Amity University or 
indeed any of the professional edu- 
cational institutes over the past few 
years. Courseware has undergone a 
sea change. Companies, too, are 
taking responsibility for training. 
And professional skills development 
companies too are emerging. And 
along the way the new education 
entrepreneurs are exploring inter- 
esting business models. 
GurukulOnline Learning Solutions, 
for instance, focusses on e-learn- 
ing. Shailesh H. Mehta, founder 
and CEO of GurukulOnline, believes 
that e-learning can revitalise dis- 
tance education. “By taking it on- 
line, one can introduce rigour in 
the system as also increase student 
engagement,” says Mehta. 

Another is the B2B option of em- 
ployment outsourcers who recruit, 
train and then deliver custom-made 
talent to the employers. “The mar- 
ket is so huge that any model that is 
executed well will work. In the long 
run, which model will succeed is a 
billion-dollar question,” says Amit 
Bhatia of Gurgaon-based Aspire 
Human Capital Management, which 
is backed by noted investor, Rakesh 
Jhunjhunwala’s Rare Enterprises. 

Aiding the expansion plans is 
the terrific business sense of it. New 
Horizons’ turnover last year was 
Rs 35 crore, and Managing Director 
Ajay Kumar Sharma “expects it to 
double this year and continue to 
double every year for the next five 
years”, even as the company plans to 
go overseas in Singapore, Malaysia, 
Indonesia and China, as this region 
along with India houses a quarter of 
the world’s population. 

Indeed, most of the prevalent 
business models are built to global 
scale by leveraging technology. 
Nothing illustrates this better than 
Bangalore-based TutorVista whose 
market stretches to students across 
the world, though mainly confined 
to the us. Set up in 2005, it now has 


800 teachers across 29 Indian cities 
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HEMANT CHAWLA 


and has over 10,000 students on 
board. For $100, it provides un- 
limited scheduled and on-demand 
voice-based tutoring for K-12 in 
Math, English and Science. Krishnan 
Ganesh, chairman of TutorVista, 
says that the business model *mar- 
ries the strength of Internet tech- 
nology with the low-cost capabilities 
of Indian teachers. You cannot have 
education on a per-hour basis." 

In India, the same model has 
been tweaked somewhat by Everonn 





Systems domestically. It provides 
VSAT-based short and medium- 
duration courses with the help of 
partner institutions. A hybrid model 
is needed to make inroads in India. 
Though most of the existing pri- 
vate sector players may have en- 
tered the education market through 
any of the niche verticals, as ex- 
pected they are now gravitating to- 
wards hard infrastructure-related 
projects such as K-12 schools and 
professional colleges. “Schools as 
a business is a far more robust, yet 
more capital-intensive business, 
which also has a longer time gesta- 
tion," says CL's Narayanan. It 


120 BUSINESS TODAY AUGUST 10 2008 


already has five schools operational 
and is planning to scale up to 15 by 
the end of the financial year. Ditto 
for Educomp, which plans to scale 
up from the existing three schools to 
20-25 by April 2009. Educomp, in 
fact, is expanding into virtually 
every conceivable segment of the 
education space. Ask MD and CEO 
Shantanu Prakash about this fren- 
zied pace and he says: “We have 
enough intellectual property and 
enough understanding of the edu- 
cation space to be now taking re- 
sponsibility for the final outcome." 
Educomp is stitching strategic al- 
liances (whether with Singapore- 
based Raffles Institution or the 





Chennai-based Padma Seshadari 
Group) to make the ramp-up 
successful. 

That may work for Prakash, but 
as Balaraj of Sequoia points out, 
"very few players are thinking 
through the challenges. Education is 
a day-to-day execution business. 
And few existing players have the 
capability to build scale." Naturally 
then, investors like him back the 
teams with strong management tal- 
ent as the sector gets crowded. 
Sequoia itself is planning to limit 
its investment in the sector to prob- 
ably two more companies. “There 
would be consolidation in the sector 


before long,” he says. 

Nilesh Shah, Principal, (private 
equity) Rare Enterprises that has 
investments in Aspire, Aptech and 
other educational institutions, 
however, believes that more than 
consolidation it will be innovations 
in quality that will be the major 
driver for education companies. He 
says: “Success will come to those 
executors who deliver consistent 
quality of education and training 
across the country.” 

Currently, the education space is 
highly fragmented with multiple 
players within each business area 
of operation. NIIT’s Thadani says, 
“We have competition in each seg- 
ment," even as he points out that 
the names of NIIT’s competitors 
keep changing every year. 

While K-12 and private profes- 
sional colleges remain the most scal- 
able, they also fall within the regu- 
latory purview of the central and 
state governments. These are also 
difficult terrains to be in, although a 
few entrepreneurs point out that 
regulations disallow nothing. Other 
segments will remain easier avenues 
for acquisitions as the fringe players 
coalesce with the bigger ones to 
form national chains. 

Already, the bigger players in 
the sector are snapping up smaller 
outfits. Prolific acquirer Educomp 
says that the rationale for inorganic 
expansion comes from either a de- 
sire to buy new competencies, high 
quality managements or access to 
newer markets. 

The challenge towards forma- 
tion of global educational giants 
such as Pearson Ple or McGraw- 
Hill, then, remains of execution. 
“The challenge to my mind is in 
every aspect of execution. It is in 
creating distinctiveness about the 
institution,” says CL’s Narayanan. 

And creating those differentia- 
tors requires funds and vision. 
Money these entrepreneurs do not 
lack. Vision, only time will tell 
whether these entrepreneurs have it. 
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HEN 9-YEAR-OLD SHAHAL 
took to serious learn- 
ing of Adobe Photo- 
shop two years ago in 
Malappuram district's 
coastal town of Tirur, Kerala, a 
Malayalam daily wrote a glowing 
report. For, the place where he be- 
gan learning—Akshaya Centre, a 
District Panchayat initiative—was 
not meant to train children like 
him, but adults like his mother, 
Fathima, 42, in Internet use. After 
accompanying his mother for two 
days, the boy yielded to Akshaya's 
temptation and pestered the tutor 
Meena C.G., to teach him too. A 
few days later, he would reach his 
classes much ahead of his mother. 

In the two years since January 
2003, as many as 600 Akshaya 
Centres spread across the district's 
102 village panchayats and five 
municipalities have trained close to 
six lakh people in basic computer 
skills including surfing. *It was 
basically a 10-day package with an 
hour of teaching every day. And it 
took about two years to educate at 
least one member of each family 
in e-literacy," says Manohar 
Varghese, District Secretary of 
Akshaya. One unexpected fall-out of 
the campaign has been perceptible 
improvement in the performance 
of students in annual exams. 

Out in the impoverished villages 
surrounding Lucknow, the capital of 
Uttar Pradesh, the solution is quite 
different. Digital Study Hall (DSH), 
an initiative developed by Randy 
Wang and Urvashi Sahni, has been 
written about by this magazine be- 
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Technology in Education 


Technology is transformin 
to technical universities. 


fore. This is not high-tech in the 
sense of wireless Internet access and 
the like, but this project has lever- 
aged the continually falling price 
of technology to deliver better ed- 
ucation to children in rural areas. 
The technology is simple: vol- 
unteers record the classes of teachers 
at top public schools in Lucknow, 
the recording is then copied onto a 
DVD, which is then sent, often 
through the postal system, to outly- 
ing schools in rural areas. In these 
schools, far from the closest Internet 
node, the DSH Foundation, along 
with local non-governmental or- 





education across India from primary schools 
owever, it's early days yet. KUSHAN MITRA 
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t's a start, but full integration is still to happen 
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ganisations (NGOs), has installed DVD 
plavers and televisions (Si merimes 
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powered by batteries) to play back 
the record lesson. Speaking to this 
magazine a while ago, Sahni pointed 
out that the biggest beneficiaries of 
the project were actually rural teach- 
ers, who adapted teaching methods 
shown on the video, and thus ben- 
efited their students. 

At the same time, the country's 
network of 983 centrally-funded 
Kendriya Vidyalaya schools are also 
diving into Information Technology 
(rr). Says M. M. Joshi, Chairman, 
Kendriya Vidyalaya Sanghathan 
(KVS): “We entered the digital age 
over two decades ago, but that was 
for computer education of students. 
Today, we are trying to use IT to im- 
prove our teaching methods." 

Joshi claims that most KVS 
schools are connected to the world- 
wide web, other than a few outlying 
schools and those without any per- 
manent buildings. However, the 
biggest advantage of technology, 
he mentions, has been in teacher 
training. “There are always cur- 
riculum changes every year. Until 
the IT revolution, re-training teach- 
ers took weeks since we had to 
gather teachers at nodal locations. 
Now, we can send off training 
modules to the respective schools a 
lot faster, and that has dramati- 
cally reduced training time.” 

The large technology multina- 
tionals have also been involved 
closely in building up the informa- 
tion technology infrastructure of 
schools and colleges across the 
country. Cisco, Intel and Microsoft 
are participating in a slew of small 
pilot projects. Last year, Intel 
Chairman Craig Barrett, as part of 
Intel’s “World Ahead” programme, 
had unveiled one such programme 
at Tindivanam, Tamil Nadu, where 
Sister Amily of St Philomenas Girls 
School had told this magazine that 
computers were dominating the 
curriculum. “All the girls in higher 
secondary want to study comput- 
ers now,” she bemoaned with a 
smile on her face. 
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Drawn to Technology 

The rush to have a computer-liter- 
ate workforce is pushing several 
states into technology in a big way. 
Andhra Pradesh and Madhya 
Pradesh are pioneers, both sup- 
ported by a host of vendors but 
using different methods. In Mr, ac- 
cording to Manoj Jhalani of the 
state education department, the 
state is on the verge of equipping all 
5,000-plus secondary and senior 
secondary schools with computer 
labs in a public-private partnership. 
“The private player will be allowed 
to recoup his costs by using the 
labs after school hours to run à 
business, which could be a cyber- 
café or a computer training course. 
Once students realise the positive 
effects of computers, I hope they 
will persuade their kin to go to the 
lab and experience computers as 
well," says Jhalani. 

And as Mohammed Ali Rafath 
of the Andhra Pradesh State 
Council for Education, Research 
and Training (SCERT) points out, 
Computer-Aided Learning (CAL) is 
what really drives students and 
teachers and has an expected im- 
pact of reducing student drop-out 
rates and lowering faculty absen- 
teeism. "Particularly in some of 
the outlying districts, teachers are 
amazed at what they can do on 
the computer, and the audio- 
visual method of teaching the mac- 
hines provide is remarkable," says 





Rafath. However, he admits that 
the state cannot cope with the de- 
mand, having trained approxi- 
mately 7,000 teachers in CAL since 
the state tied-up with Microsoft 
to set up a training institute. “There 
are approximately 74,000 schools 
as part of the state system in 
Andhra Pradesh, so there is a long 
way to go," says Rafath. 

Connectivity has also been a 
problem in institutions. While the 
680-acre campus of the Silchar- 
based Assam University was com- 
puterised, the only Internet access 
was from a few computers in the 
Library through slow dial-up lines. 

The most ambitious project 
when it comes to technology, how- 
ever, is being undertaken by 
Hughes Communication India 
Limited (HCIL) in association with 
the Indian Space Research 
Organisation (ISRO) to provide a 
comprehensive two-way audio- 
visual teaching mechanism under 
the EduSat banner. According to 
Partho Banerjee, Chief Executive 
Officer, HCIL, “This project is im- 
parting elementary and higher edu- 
cation programmes through a net- 
work of seven central studios and 
800 classrooms at this moment and 
is benefiting over 10,000 students 
across the states of Chennai, Kerala, 
Punjab, J&K and Jharkhand." 

But such projects are just a drop 
in the ocean in a country like India, 
where there are millions of students 
in schools and colleges. Technology 
has started making a difference to 
their lives, but not significantly. 
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Education for Nation © 


he Indira Gandhi National Open University (IGNOU), 

since its establishment in 1985, has contributed sig- 

nificantly to the development of higher education in the 

country through the distance mode. The University fol- 
lows a learner-centric approach and has successfully adopted a policy 
of openness and flexibility in terms of relaxed entry qualifications, pe- 
riod required for completion of a programme and place of study. 

With the llth Plan in operation, we are entering into a new 
era in education, particularly post-school higher education. The 
llth plan has proposed an unprecedented 10-fold increase in outlay 
for higher education. The current plan seeks to achieve the ambi- 
tious target of increasing the higher education access rate to 15% 
by 2012 from the current 10%. In addition to enhanced access, 
the plan also lays much emphasis on skill, capacity building, train- 
ing, employability, life-long education and continuing education. 
Open and Distance Learning (ODL) is recognised and accepted as 
an important mode for achieving many of these targets. In ad- 
dition to contributing to social and economic development, ODL 
plays a decisive role in the creation of a knowledge-based society. 


Prof. V. N. Rajasekharan Pillai 
(IGNOU ), New Delhi 
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15% of the total student population in the universities in India. 
About 300 new study centres and 8 more regional centres of the 
University have been started in 2007. 

Realising the challenges of this rapid expansion, several measures 
have been taken in 2007 to strengthen the learner support systems. 
In addition to ensuring the minimum necessary infrastructural facili- 
ties, steps are being taken to provide broadband connectivity to all the 
study centres. On the technology side of course delivery, from Ist 
December, 2007, supplementing the self-learning materials and aca- 
demic counselling, educational programmes are reaching over 9 mil- 
lion homes through the Gyan Darshan Channels, via the DTH (Direct- 
To-Home) platform. All these classes, lectures and special functions 
of the University are also webcast through the internet with the help of 
the National Informatics Centre. 

Steps toward strengthening research in the area of ODL and 
enhancement of the domain knowledge in the core disciplines 
of humanities, social sciences, arts and basic sciences, using the 
technology-intensive ODL, are being given top priority now. In- 
troduction of minor and major research schemes for teachers and 
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Conventional teaching-learning methods are being effectively sup- 
plemented with Information and Communication Technology and 
Satellite-based teaching-learning systems all over the world. The 
open education system in the country, comprising of the Indira 
Gandhi National Open University, 13 State Open Universities, over 
150 Distance Education Institutes in conventional universities, a 
National Open School with a country wide network of open school 
units and a Distance Education Council at the national level, has 
significant pedagogical, developmental, organizational and eco- 
nomical implications. 

Indira Gandhi National Open University (IGNOU), during its 
22 years of existence, has played a major role in this qualitative and 
quantitative expansion of the higher education system. In the year 
2007, annual fresh enrolment crossed 5 lakhs and our cumulative 
student strength is about 1.8 million now. This amounts to about 





practitioners of Open and Distance Learning and the Research and 
Teaching Assistantship (RTA) scheme for bright, young post-grad- 
uate students were two significant initiatives implemented during 
the last year. Adding a new cadre of research personnel with the 
concurrent assignment of design and development of academic 
programmes for ODL was a much-desired step toward consolida- 
tion of the research and teaching capabilities of the existing schools 
of study and faculty therein. 

New schemes related to rural development, knowledge con- 
nectivity to villages, sustainable development, collaboration with 
the Confederation of NGOs in Rural India (CNRI) for setting up 
of Village Knowledge Centres (VLCs), Village Resource Cer- 
tres (VRCs) and Tele-Learning Centres (TLCs). creating special 
study centres and mobile study centres for education for minor- 
ity groups, women and socially deprived sections of the society, 
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training and certification of several thousands of in-service school 
teachers, courses on school leadership management for senior 
and middle level teachers in schools, short-term orientation and 
training programmes offered independently by the regional cen- 
tres, participation in the Central Government-sponsored scheme 
of offering coaching classes for minority and SC/ST students are 
some of the significant highlights of the activities initiated in 
2007. Commemorating the 150th year of the first war of Indian 
independence, the University has started a new Centre, Indira 
Gandhi Centre for Freedom Struggle Studies, with the objective 
of documentation and research in the historical and political de- 
velopments which led to the independence of the country. Activi- 
ties of the Dr. B.R. Ambedkar Chair for Social Change were also 
initiated last year. 

While consolidating the activities of the existing 11 schools of 
study, through one year of extensive deliberations, expert committee 
meetings and also taking a cue from the Planning Commission report, 
the National Knowledge Commission report and other global sectoral 
reports on education, technology, development and training, 10 new 
schools were started towards the end of 2007. These are the Schools of 
New Media Studies, Gender and Development, Hospitality and Serv- 
ice Sector Management, Interdisciplinary and Transdisciplinary Stud- 
ies, Social Work, Vocational Education and Training, Extension and 
Development Studies, Foreign Languages, Translation Studies and 
Training, Performing and Visual Arts. Expertise and inputs from the 
faculty of the existing schools contributed significantly to the forma- 
tion of these new schools. 

The University has to respond to the need of continuity, 
consolidation, and expansion in the light of the ever-increasing 
demands of education, skill enhancement and training. IGNOU 
need to strengthen quality assurance at the systemic levels of 
teaching, learning and governance. Autonomy with accountabil- 
ity at individual and functional unit levels, decentralisation, dis- 
tributed creation of infrastructure across the country, strengthen- 
ing and capacity building of administrative staff, increased use 
of technological tools to serve the pedagogical requirements, and 
above all, a very sensitive and responsible student support service 
system, need to be implemented for us to continue as an effec- 
tive partner in achieving inclusive growth of the country through 
inclusive education. 

What was the objective behind the formation of IGNOU? 

* Impart education and knowledge through various means suited 
to the Open and Distance Education Mode. 

* Provide not only higher education to large sections of the popula- 
tion, but particularly disadvantaged segments of society. 

* Encourage, coordinate and assist Open Universities and Distance 
Education systems while determining standards in such systems in 
the country. 

* Provide national integration and strengthen the natural and human 
resources of the country through the medium of education 

What are the strengths of the IGNOU Visa-Vise other 
universities? 

It is now well accepted that the ODL system has reached a stage 


where highly professional inputs are required for the design, de- 
velopment and delivery of education. The very effective interven- 
tion of Information and Communication Technologies (ICT) has 
made it even more effective, technical and dynamic. Such a system 
can be handled only by experts. As a premier open and distance 
learning institution, IGNOU has developed in-house expertise to 
design, develop and deliver multi-media self-instructional materi- 
als. The other major strengths include: 

* Centre of Excellence for disseminating knowledge through the 
distance mode. 

* Leadership in technology-enabled education. 

* Internationally acclaimed quality instructional materials in di- 
verse need-based areas. 

* Extensive, efficient and functionally effective network for diver- 
sified student support and collaborative learning. 

* National capability for delivery through educational TV chan- 
nel - Gyan Darshan and Gyan Vani - the network of FM radio 
stations. 

* Increased acceptance by national and international agencies. 

* Phenomenal growth of students due to credibility and cost-effec- 
tiveness of the system. 

* Internationally recognised training capabilities in diversified ar- 
eas of education, HRD and extension. 

Can you please put some light on the opportunities which lies 
ahead for IGNOU? 

In the emerging scenario, the ODL is probably the only sustainable 
system for enhancing seamless access to education in the country 
The University has continuously strived for improving the credibil- 
ity and quality of the system. The opportunities stem from 

* Ever increasing demand for higher education and upgradation of 
life-coping skills. 

* Need for continuous training of a huge workforce in the develop- 
ing countries with large populations, projects and plans. 

* Enhancing access to education to the employed (with low quali- 
fications), drop-outs, adult learners. 

* Global alliances of ODL systems to provide and share rich learn- 
ing experiences through collaborative educational programmes. 

* Convergence between the open and conventional university sys- 
tems (and other educational and training organisations) to enhance 
sustainable access. 

* Scope for imparting education using emerging technologies. 

* Focussing on disadvantaged groups and less developed regions. 
What are the strategies to achieve the mission? 

* Total Quality Assurance 

* Increasing the Enrolment 

* Strengthening Faculty 

* Widening Areas of Study 

* Research and Scholarship 

* Reaching the Unreached 

* Effective Student Support Services 

* Strengthening Extension Education 

* Electronic Media in Education 

* Mobilisation of Resources 
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Regulated to Death 


Corrupt and hide-bound regulators are the bane of education in India. 
There's a crying need to revamp the regulators. KapiL BAJAJ 


HEN THE DELHI HIGH 
Court ordered, on 
February 8 this year, 
to shut down about 
10,000 (a widely re- 
ported but unconfirmed number) 
private “unauthorised” schools run- 
ning in Delhi if they failed to meet 
standards and get government 
recognition, one of the agencies 
supposed to do thehatchet job was 
Municipal Corpor-ation of Delhi, 
itself the manager of over 1,700 
primary schools in the city. A series 
of surveys, conducted over recent 
years, have revealed MCD’s abysmal 
record in managing its own schools; 
many of them are as dreaded for 
their stinking lavatories and unsafe 
buildings as they are for their in- 





competence in making their pupils 
literate and numerate. 

The judgement, delivered on a 
PIL and affecting schools believed to 
have been no more than “sub-stan- 
dard teaching shops" for about 
600,000 pupils from underprivi- 
leged backgrounds, brings into re- 
lief not only a government failure of 
frightening proportions, but also 
a regulatory mess in education that 
India will find difficult to disen- 
tangle. While public authorities 
flounder miserably in providing 
the desired quality and quantity of 
education to the billion-plus pop- 
ulation, the regulations, uninformed 
by any coherent policy, have en- 
sured that private provision of ed- 
ucation heads pell-mell into con- 


fusion and uncertainty. 


Too Many Cooks 

India's Constitution puts education 
in the Concurrent list, meaning that 
there are 30 major government 
authorities administering education 
(the Centre and 29 states, including 
Delhi) in a country that makes up— 
importantly—a single labour market. 
Counted with Parliament and all 
state legislatures (which create “uni- 
versities" and make laws for edu- 
cation), the HRD ministries and de- 
partments, central and state school 
examination boards and text book 
writing agencies, state councils for 
higher education, University Grants 
Commission, and at least 14 cen- 
tral “professional councils" (such as 


With 30 government regulating authorities, education is stifled by Licence Raj 
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Limited seats for the September 2008 intake. 
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AICTE, Council of Architecture, and 
Medical Council of India), that's an 
entire army of regulators. 

Their philosophies, values, and 
actions generally differ, so that there 
is hardly anything in the rag-bag 
of Indian education that's not in 
dispute over its desirability or un- 
desirability. (The disputants are any 
possible permutation or combina- 
tion of different government au- 
thorities, their regulating agencies, 
schools/colleges/universities, and 
students.) *Regulation differs from 
state to state...Delhi frowns on 
‘commercialisation’ of education, 
while Maharashtra, Haryana and 
Gujarat permit ‘for-profit’ schools,” 
notes an analysis done in March 
2008 by CLSA. 

The regulators also seem to be 
making sure—officiously—that they 
are listened to. Atul Chauhan, 
Chancellor of Noida-based Amity 
University, one of a new breed of 
private universities (created by 
legislatures but run by private par- 
ties), says education remains one 
of the last strangleholds of Licence 
Raj in India. *Even after you com- 
ply with all the regulations, the 
regulators can make your life diffi- 
cult. For example, they'll require 
you to file reams and reams of doc- 
uments, which are impossible even 
for them to read." 

Amity University's website lists 
details about its litigation with UGC 
arising from the latter allegedly ex- 
cluding the former from its list of 
universities. That, by the way, is 
the kind of disputes and litigations 
that many other heavy-duty regu- 
lators—AICTE, Council of 
Architecture, to name two—are 
also engaged in (See Architect of 
Disaster). Almost all the prominent 
central regulating bodies in educa- 
tion also face allegations of wide- 
spread corruption. 


Where's the Money? 
Given the current state of affairs, 
the National Knowledge Commiss- 
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ion's recommendation that India 
should have 1,500 more universities 
sounds like a joke. S.R.Dugal, 
Chairman, Institute of Clinical 
Research, India, a Delhi-based pri- 
vate education provider that offers 
M.Sc. (clinical research) without 
any government "recognition", says 
the regulators have been killing ed- 
ucation entrepreneurship by set- 
ting fees. ^If a government univer- 
sity were to set a market price for 
one of its courses, you won't hear 
of the lakhs who line up to get ad- 
mission. Why does the government 
want a private education provider 
to attract lakhs, too, and then select 
a few for admission," he says. 

The laws, inspired by the pre- 
dominant public policy that sees 
education as a public good rather 
than a commercial service, have 
ensured that a series of judicial 
pronouncements have decried 
profit generation by academic in- 
stitutions. While higher education 
in the private sector (particularly, 
engineering/technology, medical 
and management) is becoming in- 
creasingly free of late from fee set- 
ting requirements, school educa- 
tion largely remains a captive to the 
regulators' interference. 

All academic institutions in 
India are also required to be 
non-profit trusts or societies, 
spurring their private managers 
to create companies that derive 
profits by billing the institutions 
on certain services. 

In April 2004, in a case known 
as (Delhi's private) Modern School 
vs Union of India and Others, the 
Supreme Court also prohibited 
transfer of fees, funds or surpluses 
of one school to another or to its 
parent trust or society, though it 
permitted school managements to 
collect *reasonable sums" for cap- 
ital expenditure. 

More than the regulatory mess 
itself, what is scary is that no one 
seems to be working on straight- 
ening it out. 
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ARCHITECT OF DISASTER 
Council of Architecture (COA). 


loggerheads with many architecture 

schools, giving sleepless nights to hun- 
dreds of enrolled students and making one 
wonder if it's under anyone's control. 

Armed with its statutory powers to "reg- 
ulate the education and practice of 
profession throughout India and maintain the 
register of architects," COA has been 
insisting that architecture schools introduce 
its National Aptitude Test in Architecture 
(NATA) or face de-recognition. COA website 
lists many schools of architecture (including 
IIT-Kharagpur and Chandigarh College of 
Architecture), where “intake” of students 
has been withdrawn or frozen for not 
submitting "NATA undertaking" . 

COA has also recommended "withdrawal 

of recognition" for the reputed School of 
Planning and Architecture, Delhi, as also sev- 
eral others, alleging several sins of omission 
and commission. 

Here are a couple of litigations in which COA 
has been involved: 

1. In a case brought by a student of Jai 
Narayan University-Jodhpur, the Rajasthan 
High Court held that the university did not 
need the approval of the COA for starting a 
B.Arch. course. The court also quashed 
COA's rejection of the student's application 
for registration. 

2. In an ongoing case in Delhi the High Court, 
brought by students of TVB School of Habitat 
Studies, affiliated to Delh's GGSIP University, 
COA has been found having granted recogni- 
tion year after year to the school, which was 
later found to have violated zoning laws and 
made to close its campus. When the univer- 
sity absorbed the distressed students, COA 
insisted that the students could not join the 
university and would have to join another af- 
filiated college, but in the evening batch and 
without adequate infrastructure. The COA 
also insisted that the course run by the uni- 
versity did not have its "recognition". 

Pending the court decision, students of 
TVB—some 140 of them—face an uncertain 
future—for no fault of their own. 
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Small investors are warming up to futures trading regardless of 
the risk. But is the futures market for you? CLIFFORD ALVARES 


HERE'S NOTHING LIKE 

buying stocks for the 

long haul. After all, it 

returned more than 

13.7 per cent over the 
last 10 years. But buying and staying 
invested in the stock market may 
have a detrimental effect on your fi- 
nancial health—in the short-term, at 
least. That's what this market has 
done since the beginning of the 
year. Investors still holding on to 
their stocks have seen more than a 
year of gains evaporate as the Sensex 
nosedived to a 15-month low of 
12,575 at closing on July 16. From 
its peak, the bellwether is down 
about 39.7 per cent. If the frontline 
has to rebound to its January 2008 
glory, the Sensex has to return a 
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compounded growth rate of about 
26 per cent over the next two years. 

Many retail investors have a ten- 
dency to stay invested in the market, 
but few are willing to short the mar- 
ket or sell, for instance, the Nifty in- 
dex to buy it back at a lower price 
with an eye to making a profit. As 
the macroeconomic environment 
deteriorates, the stock markets 
change course for the worse. And re- 
tail investors usually are reluctant to 
play the dip. Says Rohit Sekhsaria, 
Head (Derivatives), Enam Securities: 
“By nature, retail investors don’t 
short the market. But if you already 
have a sizeable portfolio, you can 
hedge in a falling market.” 

There are many reasons for the 
long haul theory. Primarily, it’s that 


the buy-and-hold strategy pays off in 
the long run, particularly if the in- 
vestment is in a sound company. 
But the most basic one is that in- 
vestors are reluctant to book losses 
in a down-market or even forego a 
part of their profits in the hope 
that the stock will bounce back 
again. Yet, market strategists be- 
lieve that a long-only strategy (which 
in other words means buy-and-hold) 
has its drawbacks. In a severe mar- 
ket downturn like the latest one, 
these investors lose their valuable 
earnings to the short-sellers. 
Here’s where the futures market 
can be another alternative for in- 
vestors. In fact, investors can buy or 
sell futures, and if the call goes 
right, they tend to make money. 


C aic 


When trading in index futures, 
investors are taking a broad 
call on the larger economy 
and its prospects. It’s a proxy to 
investing in the economy as in- 
vestors are indirectly buying stocks 
that are present in the underlying in- 
dex. If the overall economy is pro- 
gressing well, the stocks of the re- 
spective index will also rise in value, 
resulting in gains for investors. Says 
Sekhsaria: *If you are bullish on 
India but don't want to invest in 
individual stocks, then index fu- 
tures are the option." 

And it's getting increasingly eas- 
ier for the small investor to access 
the futures market. Since the be- 
ginning of this year, stock exchanges 
have introduced a new futures con- 
tract with much smaller unit sizes 
than normal futures. These are 
called the Mini-Nifty and Chhota 
Sensex (see Size Does Not Matter). 


Natty Nifty 
Market experts say about 5-7 per 
cent of an investor's portfolio should 
be invested in futures. Says Siddharth 
Bhamre, Head (Investor Advisory), 
Angel Broking: *About 5 per cent of 
your portfolio can go for trading 
the Nifty. If you are on the right 
side, you can make good money." 
Of late, retail investors have 
been warming up to investing in 
the Nifty. Bhamre notes that many 
investors are active in the index fu- 
tures as compared to direct stocks in 
the down-market. *Whenever the 
market rises, people are more com- 
fortable in buying stocks. But in a 
falling market, investors are com- 
fortable in shorting the index. 
There's active trading in stock fu- 
tures in a rising market. In a falling 
market, investors prefer to trade 
directly in the Nifty," says Bhamre. 
Among the reasons why big in- 
vestors prefer to go through the fu- 
tures market is because the trans- 
action costs are much lower than 
normal brokerages. Also, a big bulk 
order in a stock can distort its price 
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The Long Play 
STRATEGY: Buy low and sell high 


increase in price 

mope: Buy two lots of Reliance 
Industries futures at, say, 

Rs 2,025. You sell the same, 
say, when Reliance Industries 
touches Rs 2,100 

PAYOFF: You make a profit of 
Rs 75 per share. As two lots 
equal 150 shares, your total 
profit works out to Rs 11,250 


“An investor should clearly understand 
the amount of losses he can bear 
Jigar Shah/ Equity Advisory Group 


THE FUTURES PRIMER 


EXAMPLE: You buy, say, Reliance 
Industries because it's likely to 
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THE BASICS OF FUTURES 


How you profit from buying and selling 
futures in the stock market. 


The Short Play 
srRATEGY: Buy high and 
sell low 









EXAMPLE: You sell, say, Reliance 
Industries because it's likely to 
fall in price 

move: Sell two lots of Reliance 
Industries futures at, say, 

Rs 2,100. You buy it back when 
Reliance Industries falls to, say. 
Rs 2,025 


PAYOFF: You make a profit of 
Rs 75 per share. Since two lots 
equal 150 shares, 


ngel Bray, 
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"Whenever the market rises, people 
are more comfortable in buying stocks 
Siddharth Bhamre/ Angel Broking 


It pays to know the key futures lingo. 


FUTURES: It’s a contract between buyers and sellers to purchase a particular asset at 
a specified future date. The actual purchase or sale involving payment of cash or 
delivery of shares of the instrument does not happen till the date of delivery. 

Both the parties are obliged to fulfil the terms of the contract 

MARGINS: Investors have to pay only a small fraction of the total contract value as 


margin. This allows the investor to leverage his position and enter into a contract 
with a small exposure. But the gains and losses are equally large 


OPEN INTEREST: It's the number of contracts outstanding in the market at a specified 
point in time. It shows the market's interest in a particular stock or index 


CONTRACT MONTH: This is the month in which the contract will expire. Futures 
contracts have to be fulfilled on the last day of settlement 
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SIZE DOES NOT MATTER 


Mini index futures provide a cheaper alternative to retail investors. 


HEN IT COMES TO INVESTING IN THE INDEX, LARGE INSTITUTIONS PREFER THE INDEX 
futures. But for small investors, there's another option to invest in the index 
futures: Mini Nifty or Chhota Sensex. At the beginning of the year, stock exchanges 
introduced mini index contracts essentially to encourage retail investors to invest 
in the index or hedge their portfolios. These min: futures are essentially smaller ver- 
sions of the index futures contract. For example, the Nifty futures have a lot size 
of 50 units. This means that when you buy one lot of Nifty futures, 
es you are buying 50 units of the Nifty. In other words, your exposure 
IYYLIll «n. Nifty is Rs 2 lakh, if, say, the Nifty is hovering at 4,000 
points (4,000*50). 
A Mini Nifty contract, however, has a smaller lot size of 20 
units. If you invest in this contract, your exposure to the market is about Rs 80,000 
if the Nifty is trading at 4,000 levels (4,000*20). The margin requirements for mini 
contracts are low as investors need only about Rs 15,000 to invest in these con- 
tracts, depending on the broker. The lower ticket size of these contracts is draw- 
ing more retail investors to participate in index futures. With a small investment 
or margin money, an investor can take a higher exposure in the market, which 





essentially takes his leverage to roughly about eight times his investment. 


in a big way, and impact the final 
price of the transaction for a big 
investor. But that's not the case 
when dealing in the futures mar- 
ket as it's highly liquid. 


As Risky As It Gets 


But before getting into the futures 
market, you should understand the 
risk involved with investing in 
stocks, options or futures. With 
stocks, there's the risk of price fluc- 
tuation. But the risk is vastly dif- 
ferent between futures and options. 
Unlike options where you can quan- 
tify your loss in advance, in futures 
the risk is unlimited. When you 
buy futures, you agree to accept 
delivery of a certain quantity of 
stocks at an agreed price at a future 
date. But if the market falls, vour fu- 
ture value of the stock will be lower, 
and you will have to bear the loss. 

On the other hand, when you 
sell futures, you need to deliver the 
shares in case of stock futures and or 
in the case of index futures square 
the difference in cash on settlement 
day. And likewise, if the market 
goes up, you will have to bear the 
loss again. Says Jigar Shah, Country 
Head, Equity Advisory Group: *An 
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investor should clearly understand 
the risk involved and the amount of 
losses he can bear." 

Also, look out for particularly 
volatile days. Investors tend to make 
big losses in futures when there's a 
panic sell-off or when the stock 
markets tank 10-15 per cent. During 
such times, as prices fall, brokers 
demand more collateral from in- 
vestors. If investors aren't able to 
bring in more collateral, brokers 
reverse the trades. Therefore, in- 
vestors should not stretch their in- 
vestments way beyond their means. 
"There's not much risk apart from 
the risk of overplay," avers 
Sekhsaria. “But if markets fall very 
sharply on a single day, which does 
happen sometimes, and if an in- 
vestor doesn't have any money to 
pay the difference in the stock price, 
then he loses his position." 

Very often investors enter the fu- 
tures market without knowing the 
risks involved, say market experts. 
The truth is that the futures market 
is speculative, and investors don't 
know if they will win or lose. And 
since the margin levels are also low, 
many investors are tempted to par- 
ticipate in the futures market. Says 





MARK TO MARKET 


Margins required change daily 
and depend on the movement in 
the underlying security. 


If you buy two contracts (50 units each) of 
Nifty with July expiry (203,925 

Your initial margin@ 10 per cent: 

Rs 39,250 (3,92,500* 1076) 


If the Nifty Futures price falls to, say, 3,875 


Your additional mark to market payment: 
Rs 5,000 (3,925-3,875* 100) 


If the Nifty Futures price rises to, say, 3,975 


Your mark to market profit: Rs 5,000 
(3,975-3,925*100) 


Bhamre: “As the margin require- 
ments are low in index futures, it 
becomes easier for investors to spec- 
ulate in the market. Investing in fu- 
tures only is speculative." 


Look Before You Leap 


If you look closely enough, ideally, 
the futures market is for those in- 
vestors who have spare capital to 
face any contingency. If someone 
plays the futures market with an 
eye on creating a corpus for his re- 
tirement, then he is making a grave 
mistake. And since index futures is 
a short-term instrument, investors 
must also understand the nuances of 
stock trading. Also, invest only the 
amount that you can afford to lose, 
depending on your corpus and abil- 
ity. If you have more cash, particu- 
larly if you are a high networth in- 
dividual, you can perhaps allocate 
more to the futures market. Most 
institutions use the futures and op- 
tions market to hedge their existing 
portfolios. If that's your objective, 
then go ahead. But if you are going 
to dabble only in the futures market 
for trading gains, then remember 
the stakes are high. If you can't take 
it, then avoid the hassle. 
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Still No 
Pit Stops 
for Realty 


The drubbing of real 
estate stocks may go 

on some more time. 
K.R. BALASUBRAMANYAM 
AND TEJEESH N.S. BEHL 


. SOWBHAGYA, A HOUSEWIFE 
| in Bangalore, plays the stock 
market in her spare time. In 
April this year, she picked 50 scrips 
of DLF for Rs 626 each from the 
secondary market but sold those 
on May 2 for Rs 648, making a 
modest profit of Rs 1,122. But she 
was not so lucky with Puravankara, 
40 shares of which she had bought 
in the IPO at Rs 400 in September 
last year. When she sold them at 
Rs 294 in March this year, 
Sowbhagya had lost Rs 4,300. 
Stories like hers are a legion in 
the market today. By mid-July, real 
estate stocks had lost 60-75 per 
cent in value from their January 
peak when the Sensex peaked to 
21,206 and Nifty to 6,357. So, is it 
not time to do some cherry-picking? 





Sinking Like a Rock 


The real estate sector has lost more than 
market in the recent fall. 





Aug 1,07 July 14, '08 
lil Sensex" ไพ Realty" 
Stock prices rebased to 100 to facilitate comparison 
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. MORE PAIN LEFT 


It’s going to take a lot for some stocks to recover, feel experts. 


1i 


So Cres Phi 
PARSVNATH DEVELOPERS 


Net Sales ^ 123614 1/2625 3965 
| PBIDT^ 38135 649.37 70.28 
| PHS 271.78 40874 5039 
| EPS** 18.16 2298 2654 
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“It’s not. Stay away from the sec- 
tor,” warns Ashok Jainani, Vice 
President and Head (Research), 
Khandwala Securities, a Mumbai- 
based brokerage firm. “We remain 
negative on the sector for at least the 
next couple of quarters. If the mar- 
ket rebounds, the sector might also 
bounce back. But that will be purely 
a technical one. One must use such 
occasions to exit," says Jainani. 
Nirmal Jain, CMD, India 
Infoline, also feels realty stocks 
have more pain left in them. 
“Investors apprehend a lot of prob- 
lems like project delays and litiga- 
tion hassles,” he says. A 15-20 per 
cent downside in realty stocks is 
waiting to happen as the NAVs ini- 
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tially projected by the realty de- 
velopers were questionable, he 
points out, adding that an earn- 
ings slowdown is also inevitable. 

Shailesh Kanani, a research an- 
alyst at the Mumbai-based Angel 
Broking, explains the sector's woes 
thus: *Real estate is a capital- 
intensive business requiring regular 
flow of funds. While equity is not 
accessible, debt has become ex- 
pensive due to high interest rates 
and is also scarce as banks are not 
keen to lend to the sector." 
Property prices need to correct 
20-30 per cent and home loan rates 
need to go down by 100-200 basis 
points (bps) if volumes have to pick 
up again, says Kanani. 


SOBHA DEVELOPERS 





Net Sales ^ 118650 142260 19.90 
PBIDT ^ 259.70 365.60 40.78 
PAT ^ 161.50 228.30 41.36 
EPS** 24.26 
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As a vital link between buyers 
and developers, property marketing 
companies seem to know where 
things went wrong. Amit Bagaria, 
Chairman & CEO of one such com- 
pany, Asipac, explains: “A year ago 
when many real estate IPOs hit the 
market, there was euphoria. 
Valuations were based on land 
banks, which assumed that all land 
banks could be converted into 
saleable buildings that consumers 
would rush to buy at fancy prices, 
giving windfall profits to the real es- 
tate companies." According to him, 
land banks did not turn into build- 
ings overnight. *Bookings got can- 
celled or are getting cancelled faster 
than new bookings, thus resulting in 
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negative cash flows in most devel- 
opers' books,” says Bagaria. 

Funds will continue to be a 
problem for realtors as long as in- 
flation rules high. Vijaya Bank 
Chairman Prakash P. Mallya says in- 
terest rates will come down only 
when inflation moderates. He con- 
firms a sharp decline in home loan 
off-take owing to high interest rates. 
But Mallya expects the situation to 
improve. “I have a feeling the in- 
flation rate should come down to 
9-9.5 per cent in September- 
December.” That means cheaper 
home loans again and a stable prop- 
erty market. 

Still, most brokerages don't pro- 
scribe the realty index for the long 





JWNVO INVXIHSIN 


"Investors apprehend a lot of 
problems like project delays and 
litigation hassles” 

Nirmal Jain, CMD, India Infoline 


term. “As an investment strategy, we 
advocate that the investors consider 
an investment horizon of three-plus 
years. In the near term, however, 
there is likely to be lots of volatility, 
partly due to the uncertain global 
economic environment,” observes 
Shriram Iyer, Head (Research), 
Edelweiss Securities. 

So, are there any worthwhile 
picks? According to India Infoline, 
DLF and Indiabulls Realty could be 
given a look-in due to their strong 
capitalised balance sheets that can 
fund their execution pipeline till 
2009-2010, though HDFC Securities 
has sounded negative on DLF. On 
the other hand, Unitech and 
Puravankara are not quite the 
favourites—the former due to its 
very high leverage and the latter 
due to its high exposure in the res- 
idential segment, particularly 
Bangalore where absorption is ex- 
pected to slow down. 

Even as brokers are advising 
their clients to stay off real estate 
stocks, an HDFC Securities note men- 
tions Akruti City as its top pick in 
view of its huge land bank in 
Mumbai, “which is less susceptible 
to a severe price correction because 
of the severe supply constraint in the 
region.” By the way, Akruti is hold- 
ing above the issue price. 
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Must-have 
Covers for 
All Seasons 


Here are five insurance 
policies that take care of 
all your insurance needs. 
NITYA VARADARAJAN 








RE YOU AND YOUR FAMILY 

insured against future exi- 

gencies? If not, then get 
started now. A few plans are what 
you need to get the essential in- 
surance covers, and these don't 
cost much. Here, we list five types 
of plans that take care of all your 
insurance needs. 

A term insurance policy is what 
you should begin with, preferably at 
the start of your professional ca- 
reer. It's a no-frills, low-cost policy 
that comes with loads of benefits for 
your family in the event of your 
death. Ideally, you should buy a 
term policy with a sum-assured 
equivalent to 8-10 times your cur- 
rent annual income. You can add 
more term covers as your income 
rises or when the number of de- 
pendents increase. Metlife's 
Suraksha, which offers a 30-year 
term, is ideal for early starters and is 
also quite reasonably priced. But 
most other insurers offer a 25-year 
term; many of these standard term 
policies are very competitive vis-a-vis 
market leader LIC in terms of cost. 
You can check out ICICI Prudential, 
Tata AIG, Bharti AXA for your term 
assurance needs. 

If your dependents are young, 
they may need financial support at 
different points in their lives. For 
such times, you can opt for policies 
that offer regular payments. Rahul 
Aggarwal, Insurance Analyst and 
CEO of Optima Insurance Brokers, 
says: "One can opt for secure payout 
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ALL THE RIGHT MOVES 


The must-have insurance policies to tide over any eventuality. 


NH 


PREMIUM: Rs 12,000 





SUM ASSURED: Rs 40 lakh 


TOP INSURERS: Tata AIG, Reliance Life, LIC offer low rates 


< 


oo 


ACCIDENT INSURANCE 

PREMIUM: Rs 2,500 
SUM ASSURED: Rs 20 lakh 
TOP INSURERS: Insurers like New India 
Assurance offer temporary and 
permanent disability covers while 
Royal Sundaram and ICICI Lombard 
offer the same for a five-year term 


HOME INSURANCE 





PREMIUM: Rs 750 
SUM ASSURED: Rs 7 lakh 
TOP INSURERS: PSU insurers have 
the best policies; Bajaj Allianz 
General, Reliance General, Tata AlG 
General offer householder's insurance 





PREMIUM: Rs 3,738 
SUM ASSURED: Rs 5 lakh 
TOP INSURERS: LIC's Health Plus Plan 
covers the entire family. ICICI Prudential 
also offers a good critical care cover 


HEALTH INSURANCE (BASIC MEDICLAIM) 





PREMIUM: Rs 21,659 
SUM ASSURED: Rs 20 lakh divided 
equally among four dependent adults 
TOP INSURERS: Reliance's Healthwise 
plan is very competitive; Bajaj Allianz 
and Chola DBS also have good plans 


options in pre-determined install- 
ments (Tata AIG offers this facility) as 
a survival benefit, instead of a lump- 
sum benefit. A one-time receipt is 
usually a large sum, which many 
people are not equipped to handle ju- 
diciously. Besides, it tends to get dis- 
sipated or runs into disputes. Regular 


payouts are a better option." 


Take Care of Mishaps 
Though people tend to ignore the 


need for an accident cover, you 
must buy one if you hit the road 
regularly or are a corporate jet- 
setter. But you should buy it sepa- 
rately—it's inexpensive—and not as 
a rider in a life insurance policy. 
Says Ramesh Chordia, CEO of 
insuregain.com, an insurance serv- 
ice provider: “Accompanying rid- 
ers in life insurance policies do not 
always cover permanent total or 
partial disabilities.” 

But what should the size of the 
accident cover be? This depends on 
your income, since insurers usually 
restrict the sum assured to 60-70 
times one’s monthly income. Always 
opt for the maximum sum assured, as 
it will stand you in good stead if an 
accident causes a major disability. 
“Opt for an accident insurance from 
general insurers,” advises Chordia. 
New India Assurance and Royal 
Sundaram offer atractive plans. 


Don’t Skip Health Cover 

A healthcare plan for you and your 
family is a must considering that high 
medical costs in times of illnesses can 
severely dent your savings. Health 
plans can be expensive as all family 
members have to be covered. If you 
can’t afford the regular policy, you 
could consider a floater cover, in 
which the sum assured gets rotated 
among all those covered in the policy. 
This works well if the family is young 
and healthy—the chances of everyone 
falling ill at the same time are mini- 
mal. Reliance General’s Healthwise 
policy has an attractive floater cover; 
Chola DES, too, offers one. 


KESHAV RAJ 
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"Riders in life insurance policies do not 
always cover permanent, total or partial 
disabilities" 

Ramesh Chordia, CEO, insuregain.com 


The basic healthcare policy 
offered by general insurers has its 
own advantages, as it covers the en- 
tire family on an individual basis 
with easy renewal cushion for senior 
citizens. If you can afford it, a second 
policy offering critical illness benefits 
and hospital cash benefits should 
also form part of your core insurance 
needs. “A daily hospital cash benefit 
plan allows additional expenses like 
food, entertainment of visiting rela- 
tives and other medical overheads,” 
says Aggarwal. A basic healthcare 
policy with a sum assured of at least 
Rs 4 lakh each is ideal. Reliance 
General’s Healthwise has some great 
plans, while Apollo DVK In-patient 
Hospitalisation offers higher sums 
assured compared to others. 

In addition to the healthcare 
plans, you could also look at plans 
offered by life insurers for critical 
illness or hospital cash benefit cov- 
ers. These offer a lump sum pay- 
ment to the extent ensured and 
don’t ask for bills and also cover 
disability arising from accident. 
LIC's Health Plus plan offers daily 
cash benefit as an add-on. Says 
Chordia: “Depending on the profile 
of the insured, one can opt for 
either LIC’s Health Plus policy or 
ICICI Prudential Life's Hospital 
Care cover. The latter covers a 
variety of surgical procedures and 
debilitating diseases on account of 
old age, while Lic’s Health Plus 





“A one-time receipt tends to get 
dissipated or runs into dispute. Regular 
payouts are a better option" 

Rahul Aggarwal, CEO, Optima Insurance Brokers 


also allows for a ULIP-like savings 
component for healthcare require- 
ments outside the claim purview." 
Chordia also recommends Reliance 
General's Healthwise Plan that 
offers a double sum assured on 
nine critical illnesses at a reasonable 
premium over and above the basic 
policy. For those who can afford 
only one health policy, the last one 
is a great option. 


Secure Your Home, Too 

Your home is a very important as- 
set that must be insured against 
damage and theft. Says Aggarwal: 
“Theft is increasingly becoming a 
major menace. Flashfloods, earth- 
quakes and fire accidents, too, now 
occur more frequently due to cli- 
mate change." It doesn't cost much 
to buy a home insurance plan, also 
known as Householder's Policy or 
Comprehensive Home Insurance. 
The premium works out to as low 
as Rs 2 per day depending on what 
is being insured. Besides, the 
benefits are great, too. For in- 
stance, the Householder's Policy 
has a section on fire insurance that 
covers damage to the house (struc- 
ture or building) if it collapses due 
to an earthquake or develops an 
undesirable crack; it has another 
section that covers theft of house- 
hold articles as well as damage 
from various causes, including 
natural calamities. 
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Honey, | Shrunk the Card 


Credit card companies have reduced the free credit time and increased 
interest rates. Customers had better watch out. MANU KAUSHIK 


F THE SOARING PRICES 

of everything around 

you haven’t already 
curbed your credit card- 
flashing instincts, then the 
latest move by banks cer- 
tainly should. Most banks 
have quietly increased the 
monthly charges on their 
credit cards by up to 
0.5 basis points, thereby 
pushing up the Annual 
Percentage Rate (APR) on 
the outstanding amount 
to a whopping 49.36 
per cent. 

ICICI Bank, for in- 
stance, has revised the 
monthly charges on its 
credit cards from 3.15 per 
cent to 3.4 per cent, while 
Citibank has raised it from 
about 3 per cent to 3.5 per 
cent and the Netherlands- 
based ABN AMRO Bank from 
3.1 per cent to 3.2-3.5 per cent. 
Says Sachin Khandelwal, Head 
(Cards Group), icic! Bank: “From 
the standard 2.95-3.15 per cent per 
month that most banks were charg- 
ing till a few months ago, most credit 
card companies are now charging 
between 3.25 per cent and 3.4 per 
cent interest per month.” 

Analysts believe the move stems 
from the increasing financial pressure 
on credit card companies, who are 
only now beginning to meticulously 
examine the individual’s credit- 
worthiness to minimise risk. Says 
Tarun Bhatia, Head (Financial Sector 
Ratings), CRISIL: “Traditionally, credit 
card lending has been the riskiest 
personal debt for banks to hold. 
Unlike house or car loans, these 
loans are not secured by collater- 
alised real property that banks can 
seize if borrowers fail to make pay- 
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ments. Credit card payment is some- 
thing on which customers usually 
default first during troubled times.” 

Indeed, the default rates on 
credit cards have gone up in tan- 
dem with the rapid increase in 
credit card usage in India—over 


DWINDLING BENEFITS 


Don t roll over your credit as it has 
turned expensive. 


Interest rate 
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27 million Indians now 
possess credit cards. 
"Default rates have 
climbed by almost 200- 
300 basis points this year 
to 12-15 per cent, com- 
pared to 9-10 per cent last 
year. It is because banks 
have gone into Tier II and 
Tier III towns as well as to 
lower-income segments, " 
explains Bhatia. 

In addition to the 
monthly interest rates, 
some banks have also 
reduced the free-credit 
period. ICICI Bank credit 
card customers, for one, 
will now get only.48 days 
to make payment sans in- 
terest compared to 50 days 
earlier if they plan their 
purchases a day after the 
billing date, which falls on 
the 21st of every month. 
Says Khandelwal: *We have come 
up with a concept of ‘tiered pricing’ 
whereby some of the customers 
have witnessed a rate hike in credit 
card outstandings. The interest rates 
we charge depend on the customer's 
card usage behaviour." 

Most credit card users lose 
money because of the inordinately 
high cost of credit servicing. Says 
Bhatia: “With average interest rate 
being so high, you stand to lose 
hundreds or even thousands of 
rupees in finance charges.” 

So, what should you do? Don’t 
just keep to the minimum repay- 
ments on your credit card. Take 
control of your debt and repay as 
much as you can afford each month. 
Doing so will knock years off your 
credit card debt and save you a for- 
tune in interest. Also, get a handle 
on your card-flashing habits. 
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No Deliverance in Debt 


Debt may offer a safe haven in a falling stock market, but fails 
miserably to deliver in times of scorching inflation. MANU KAUSHIK 


F YOU ARE THINKING THAT WITH 
the market behaving the way it 
has been over the past few 
months, it's best now to move your 
investments to the relative safety 
of debt instruments that will not 
just shield you and your money 


from the vicissitudes of the market . 


but also offer guaranteed returns 
of 7-9 per cent on it, then you aren't 
really being wise and perceptive 
enough. That's because you haven't 
factored inflation into the equation. 
You have forgotten that inflanon 
not just makes you pay through 
your nose for everything—from 
food to fuel—but also eats into the 
returns on your hard-earned money. 
In fact, it actually shrinks the value 
of your money in real terms and 
saps its purchasing power. Says 
Amar Pandit, Director, My Financial 
Advisor: *With inflation inching 
towards 12 per cent, people are ac- 
tually earning a negative rate of re- 
turn on their investments in debt 
such as bank deposits and debt- 
based funds. This is so because the 
inflation rate has exceeded the rate 
of return on their deposits." 
Indeed, as an investor, it's imper- 
ative that you look at the real rate of 





return before investing in debt, and 
not just at the nominal rate of in- 
terest offered by various instruments 
such as fixed deposits and debt 
funds, which look very attractive 
and reassuring in a bearish market. 


UNREAL GAIN 


The interest income offered by debt 
instruments is just notional. 
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Let's consider an example that 
shows how inflation impacts inter- 
est rates and how the real rate of re- 
turn is calculated. Suppose you de- 
posit Rs 100 in a one-year fixed 
deposit scheme at 9 per cent interest 
per annum. At the end of one year, 
you will get Rs 109, of which Rs 9 is 
the interest income. This is the nom- 
inal return on your investment after 
one year. The real rate of return is 
calculated by deducting the rate of 
inflation from the nominal interest 
rate. Assuming that the inflation 
rate is at 11.9 per cent, your real rate 
of return would be negative, that is 
9 minus 11.9=-2.9 per cent. Says 
Gaurav Mashruwala, Certified 
Financial Planner, ACE Financial 
Advisory: “What's worse, the impact 
of tax on your investment returns 
will send that number further down 
the negative scale." 

As you would have understood 
by now, debt is an absolute no-no 
in the current scenario of high in- 
flation. Instead, if you are plan- 
ning for the future, it is worth- 
while to consider allocating some 
portion of your portfolio to 
growth-oriented investments: as- 
sets that have the potential to in- 
crease in value relative to inflation 
over the long term. 

Says Pandit: “The best way to 
beat negative returns is to move 
your portfolio away from low-yield- 
ing fixed-income instruments like 
bank fixed deposits towards assets 
that offer a better rate of return. It 
has been observed that the returns 
on equity and equity-linked เท - 
struments have typically beaten in- 
flation by a substantial margin over 
the long term. Also, if you do invest 
in fixed-income instruments, choose 
tax-efficient avenues like FMPs (fixed 
maturity plans) and mutual funds." 
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No Relief in Sight 


Inflation threatens to spiral upwards, 
according to a report. 





NDIA'S SOARING INFLATION RATE MAY NOT EASE IN THE 
wen few months. As per a recent report released 
by Barclays Capital, a global investment bank, in- 
flation could hit 17 per cent by September 2008. 
Fuelled by skyrocketing food and energy prices, 
the report says that the Reserve Bank of India will 
need to tighten monetary policy significantly in the 
coming months to contain inflation. 

According to the report, over the next two quar- 
ters, the manufacturing sector inflation will add 
200-300 basis points to the inflation rate, whereas 
food and oilseed inflation will add 100-200 basis 
points. *We expect manufacturing sector inflation to 
continue to accelerate due to demand-side pres- 
sures and supply side related factors. On the supply 
side, prices of base metals, electricity, cement, textiles, 
leather products, rubber & plastics, wood & paper 
products, and fertiliser & pesticides are likely to 
rise significantly since these items have held steady or 





picked up only marginally relative to the cost in- 
creases seen in these sectors over the last six months," 
the report says, adding that the government is likely 
to hike fuel prices by around 10-20 per cent again as 
early as September 2008 since the government's 
ability to finance the large fuel subsidy is limited. 
Furthermore, RBI is expected to further tighten the 
monetary policy by hiking the short-term lending rate 
(repo rate) and mandatory cash requirements for banks 
to tame inflation, indicates the report. Barclays revised 
average WPI inflation forecast for the current year to 
14 per cent from an earlier estimate of 13 per cent. 
The inflation rate, for the week ended July 5, 
2008, increased further touching a 13-year high of 
11.91 per cent, up from 11.63 per cent last fortnight. 
This is way higher than the Reserve Bank's tolerance 
level of 5 per cent. All this spells tough times for the 
Indian consumer. 
MANU KAUSHIK 


146 BUSINESS TODAY AUGUST 10 2008 


NISHIKANT GAMRE 





"Valuation Is Cheaper 
Now Than Before" 


HE BOOM IN THE 

mutual fund 
business bas prom- 
pted many foreign in- 
stitutions to set up 
joint ventures in 
India. Among them, 
Pioneer Investments, 
a global investment 
manager with a pres- 
ence in 25 countries, 
tied up with Bank of 
Baroda's mutual fund 
arm to form tbe 
Baroda Pioneer AMC. 
Angus W. Stening, 
CEO (Asia & Eme- 
rging Markets), was 
recently in the country to formerly launch the venture. 
He spoke to Br's Clifford Alvares on the mutual 
fund business, and its prospects. 


On Baroda Pioneer AMC 

We don’t want to build a European business in 
India. We are here for the long term, and we will 
build an Indian business. We have got some credible 
products. We will invest in our distribution and do 
some new product launches. 


On the retail investor 

Retail equity trend is only now getting started in 
India, and there’s a long way to go. I believe it will 
take some time before we see some traction in India. 


On the markets 

| am confident about the structural growth story of 
India. Global credit issues are playing on the market 
and the commodity prices are fuelling inflation. It will 
slow down growth. You will probably see a lot of 
volatility in India. The valuation is cheaper now 
than at the beginning of this year. It's good for us as 
fund managers, we can buy stocks cheap. 


On varied products 

Markets are now much more complex than before. 
The product offering is going to get more compli- 
cated as there are many asset classes. Investors 
should know what risks are associated with each 
product. Investors must learn to be disciplined, and 
choose the products that suit their risk profile. 
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RECRUITING RIGHT 


Your Future Is in the Cards 


Thanks to Korn/Ferry, companies are now literally tossing the cards to find business 
leaders. Believe it or not, this idea isn't as crazy as it sounds. SAUMYA BHATTACHARYA 


HEN RATUL PURI, EXECUTIVE 

Director, Moser Baer 

India, and Ravi Khanna, 
CEO, Moser Baer Photovoltaic, 
began looking for a CFO for the 
subsidiary a couple of months ago, 
they were faced with the million- 
dollar question: how to find the 
best person for the role? As usual, 
in such cases, they went to an ex- 
ecutive search firm—in this case, 
Korn/Ferry International with their 
requirement. 

Korn/Ferry produced before 
them a pack of cards—20 to be pre- 
cise. Each represented an operat- 
ing, strategic, organisational, per- 
sonal and interpersonal skill. Puri 
and Khanna were told that they 
needed to segregate these cards 
into three stacks representing 
“mission critical" (7 cards), 
"very important" (7 cards) and 
"less important" (6 cards). 
Intrigued, Puri and Khanna sat 
with these cards separately to 
figure out what exactly they 
were looking for in , 
their CFO. In the end, g 
it emerged that they 4 ! 
agreed on about 85 
per cent of the at- , 
tributes they were 
looking for. Says £ 
Khanna: “The $ 
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cards set us thinking and helped us 
articulate factors, which, prima facie, 
we would not have (articulated). A 
good leader needs a blend of skill 
sets, but defining these is difficult. 
The cards defined upfront what 
traits we were looking for." 

The Delhi-based Moser Baer 
Photovoltaic is now close to hiring 
both its CFO and a Vice President 
for its HR department, helped gen- 
erously by a pack of cards backed by 
a psychometric module. Says Puri: 
"Having used the 20-card module, | 
would say it came through as a good 
signal for our recruitment process. 

The prioritisation 
























index provides insights into an in- 
dividual’s leadership skills, making 
it an effective tool." As Moser Baer's 
market changed from less mature to 
mature, several operating paradigms 
changed. “These cards flag the 
changes in the market, which you 
may otherwise not notice. Cards 
force you to have a debate before 
you go to the market to hire," 
explains Khanna. 

So, what are these cards and 
how do they work? The 20-card 
module is part of Korn/Ferry 
Advantage", a methodology that 
helps to substantially reduce the 

chances of a candidate “misfit” 
and is based on research 
showing that talent man- 

agement practices give the 
, greatest return on invest- 

ment when aligned with 
key success indicators. Each 
card represents one leader- 
ship characteristic. The re- 
cruiter must clearly articulate 
and prioritise what he is 
looking for (and also 
what he is not look- 
ing for) in a candi- 
date before the 
search for the CEO, 
CFO, Country Head 
or any other busi- 
ness leader starts. 


Ravi Khanna, CEO, 
Moser Baer Photovoltaic 


Ratul Puri, 
ED, Moser Baer India 
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were looking for" 


Once the organisation is clear 
about what it is looking for in the 
candidate, the search firm combs 
the market and comes up with a 
shortlist, which is pruned to three 
"finalists". The candidates then go 
through a psychometric test—a busi- 
ness case study. Subsequently, two 
reports are prepared. One report 
benchmarks the candidate against 
the requirements reflected in the 
cards. The other report, called 
Deci-sion Dynamics, measures can- 
didates on commercial leadership, 
leadership style and emotional 
competencies. 

"The days when unprepared 
headhunters casually interviewed 
candidates and made decisions 
based on a CV and their gut-feeling 
are long gone," says Nina Chatrath, 
Senior Consultant at Korn/Ferry's 
Leadership Development Solutions 
Division. *Through the use of this 
card-based module, we partner 
with clients to thoroughly diag- 
nose the job specifications. This 
enables us to decide if a client's 
strategy and culture are aligned 
with an executive's deeper moti- 
vations and thought processes. 
When this alignment occurs, the 
probability of a successful place- 
ment is much greater." 


The Right Balance 

It is this clarity that helps companies 
recruit right. This is particularly 
important as recruiting the wrong 
candidate at the CXO level can prove 
costly. “The cost of replacing an 
executive is already a minimum of 
1.5 times his wage and productivity. 
Shifting Corporate India's focus 
from recruiting replacement exec- 
utives at ever higher salaries to a 
more careful assessment of potential 
hires could reduce the burden of 
attrition,” says David Everhart, Asia 
Pacific Managing Director, 
Korn/Ferry’s Leadership 
Development Solutions Division. 
Hence, these cards are being used to 
assess existing business leaders and 
to tweak their roles in line with 
changes in business dynamics. 

ITT India, the 100 per cent sub- 
sidiary of US-based rrr Corp, which 
has a facility in Vadodara, is ex- 
panding its footprint across the 
country at a frenetic pace. The com- 
pany recently made some organisa- 
tional changes in the APAC region 
and promoted some of its senior 
people to CXO positions. For this, it 
approached Korn/Ferry in February 
2008. ITT’s objective: to assess 
what its business leader in India 
needs to be. 





Says William Taylor r's 
President for China and India: “We 
have expanded ITT’s presence in 
India for strategic reasons, including 
development of operational foot- 
print. To assess ITT's in-house talent, 
Korn/Ferry worked on ITT’s evalu- 
ation model along with its own 
card-based leadership model." This 
was the first time that ITT, a high- 
technology engineering and manu- 
facturing company with approxi- 
mately 40,000 employees and 
Operations in 55 countries, tried 
out an exercise of this nature. 

Taylor is all for replicating this 
value-add elsewhere as “our own 
model was a good fit with the card- 
based system”. He recalls that while 
playing with the cards, he realised 
that one of the crucial issues that he 
had overlooked was soft skills, 
especially team-building, leadership 
and inter-personal skills. “We were 
too focussed on strategic aspects. 
These cards helped us balance that 
view and that turned out to be a 
huge value-add for us.” 


Playing the Cards Right 

While rrr found the Korn/Ferry 
module a good fit with its hiring 
system, BD India, a 100 per cent 
subsidiary of US-based healthcare 


____Cards force you to have a debate before hiring 
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Ram Sharma, Managing Director, BD India 


“Hiring becomes very nebulous and too wishy-washy. 
That's where these cards come into play” 


technology firm BD (Becton, 
Dickinson and Company), has 
devised its own card-based assess- 
ment and hiring module for sales 
managers. “We are now devising a 
card-based module of assessment for 
leadership roles. India has been the 
pilot project for this card-based mod- 
ule,” says Ram Sharma, Managing 
Director, BD India. Little wonder 
then, Sharma used the Korn/Ferry 
module for hiring his CFO. “Hiring is 
science and art, and sometimes, it be- 
comes very nebulous and too wishy- 
washy. How do you make the 
process more scientific? That’s where 
these cards come into play,” he says. 
BD India, which has a manufacturing 
plant in Bawal, Haryana, has a 400- 
strong India team. 

When Sharma sat with these 
cards, two stood out—Make 
Complex Decisions and Managing 
Diversification. “In multinationals, 
you never report to one per- 
son—you might have two or even 
three bosses. We were looking for 
someone who could navigate 
between two or three reporting 
points. We were starting to scale 
up and needed someone who could 
handle the scale. The cards helped 
crystallise our thoughts,” he says. 

Chatrath recalls the example of 
a company that wanted to use these 
cards a couple of months ago to 
deal with the problems it was facing 
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Mandeep Singh Lamba, MD, Dawnay Day India 


with its country leader. The question 
was: “Here is an India Head and we 
think that there is a problem.” 
That’s when Chatrath worked with 
these cards to hone in on the prob- 
lem. “All the company wanted to 
know was: Is it a redeemable situa- 
tion? Or do we need a change in the 
country leadership? The cards said 
the situation could be redeemed, 
and, indeed, it was.” 


The Science of Hiring 

Sceptics may ask: Are these compa- 
nies building and assessing leaders 
on a house of cards? Chatrath re- 
sponds with a vehement no. “There 
Is a science to the art of finding the 
right leaders. Executive search is an 
art and these cards are the science of 





William Taylor, 
ITT s President for China and India 


"We were too focussed on strategic 
ees These cards helped us 
balance that view' 


"These cards force you to be specific about what you 
want from the person—his traits, etc." 


it. You are, of course, searching for 
à CEO, but what is mission critical for 
manufacturing may not be so critical 
for hospitality," she says. 

Mandeep Singh Lamba, MD, 
Dawnay Day India, realised this 
while looking for a CFO in May. 
He gave the search firm a profile of 
the person he wanted; in return, the 
search firm consultant came and 
brought along these cards. “It really 
set me thinking when he asked me 
to prioritise my requirements. You 
tend to think along more general 
terms, but these cards force you 
to be very, very specific about what 
you want from the person. It took 
me an hour to decide and my final 
choice has proved to be a very 
pleasant one." On the flip side, the 
cards set him thinking about his 
own role as well. 

Are there any surprises in this 
stack of cards for recruiters? 
According to Chatrath, “Getting 
organised" is a card that bowls over 
recruiters once they understand its 
importance. "A CEO may be a highly 
creative, multi-approach expert, but 
he may need to work on getting 
organised. In some positions, it 
becomes very critical," she says. 

So critical, that it could prove to 
be your trump card. But as any 
good card player will tell you, they 
work best only when you master 
the art of finessing. 
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Make a Career Out of Solar 


Solar industry, though in its infancy, offers some bright job options. MANU KAUSHIK 


HIS INDUSTRY IS NOT QUITE LARGE 
Jj be but the demand for skilled 
professionals in the solar photo- 
voltaic industry is growing fast. 
With the global photovoltaic market 
on a roll—sales are expected to 
grow over six times to $40 billion 
(Rs 1.72 lakh crore) by 2010—it 
is expected that the Indian market 
will expand rapidly with the entry 
of major global and omestic com- 
panies into this industry and subse- 
quently lowering of the cost of 
photovoltaics. 

In the case of the domestic pho- 
tovoltaic industry, most of the new 
jobs will come in production, mar- 
keting and installation of solar pho- 
tovoltaic and thermal systems. It 
means the companies will require 
people from an engineering and 
management background. At pres- 
ent, the majority of demand for 
manufacturers comes from industrial 
and government areas. Says Anil 
Kumar Kutty, Director, KSK Surya 
Photovoltaic Venture: “The solar 
photovoltaic industry in India is yet 
to explode. It is likely that with 
thousands of Indian villages still 
without electricity, the Indian gov- 
ernment will strongly emphasise 
on renewable energy sources in the 
form of solar photovoltaic (SPV) cells 
that could be an effective and cheap 
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Yet to explode: Solar photovoltaic industry 


way to light up these areas.” 
Photovoltaics produce electricity 
from a light source. A basic photo- 
voltaic, also known as a solar cell, is 
made by materials such as silicon 


FACT 
BOX 


Ventures, among others 


and thin filaments, commonly used 
in the microelectronics industry 

Solar cells that are 
together mounted on a frame or a 
platform are called Pv modules. li 

India, most of the companies 
engaged in this sector make eithe: 
solar cells or modules or both. 
Kris Lakshmikanth, Founder 
& MD, The Headhunters India 
“With oil set to become scarcer i 

the long run, and coal being a po! 
luting source, solar energy is a clean 
renewable source that can meet thi 
global energy requirement: 

the long run." m 
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WHO'S HIRING: Tata BP, Moser Baer PV Technologies, Signet Solar, 
Reliance Industries (RIL), XL Telecom & Energy, Titan Energy 
Systems, Surana Group, Solar Semiconductor, and KSK Energy 


WHO'RE THEY HIRING: B.Tech, M.Tech in software and process engineering, 
PhDs in computer sciences. Management graduates with 


engineering degrees are also preferred 


AT WHAT LEVELS: All—junior, middle (10-20 years of work experience), anc 
senior level (above 20 years of work experience) 


AT WHAT SALARIES: Freshers start with salaries between Rs 3 lakh and Rs 5 lakh 
per annum. Middle level executives command anywhere around Rs 25-40 lakh 
per annum. Senior executives can fetch upwards of Rs 60 lakh annually, 


plus perks and benefits 


WHAT ARE THE NUMBERS LIKE: The industry currently employs around 4,000 
professionals. With a robust manpower requirement, this is expected to touch 


15,000 by 2010 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


W T India Pvt Ltd, CFO for Hotel 
Group, Mumbai, 15 - 20 years, Job ID: 
5743516 

CA with CS will be ideal with 15 to 20 years 
work experience. Looking for a Finance 


Professional and not accounting. Should have 


good experience in fund raising, business 
plans etc. Hospitality background in 
mandatory. 

Tata Autocomp Systems Ltd, Manager 
OEM, Pune, 8 - 14 years, Job ID: 
5625453 

Responsibilities include: Establish goals to 
ensure share of market and profitability of 
products and services into Overseas OE 
market. Interact with OEM's and understand 
their future plans other than existing 
customers and business. 

S&S Technologies, CFO/Chief 
Finance Officer, Chennai, 5 - 15 
Years, Job ID: 5798329 

Candidate should have 5+ years experience in 
strategic planning and execution; 
Demonstrated record of securing funding 
from a wide variety of financial institutions 
including equity and debt side structured 
finance; Knowledge of negotiating, and 
change management. 

Holy Mary Group, Head of the 
Department (HOD), Hyderabad, 10 - 
15 Years, Job ID: 5730558 

Applicant should have 10-15 yrs exclusively in 
Power Industry with the following qualities 
:Function Head, Boiler Testing, Operation & 
Maintenance of TPP. 

T John Group of Institutions, 
Director of Management, Bangalore, 
10 - 15 Years, Job ID: 3019935 

Person must be computer savvy. Should have 
worked in a Mgmt College. Good at inspiring 
students & placement of all Management 
Students. Strong at taking individual decisions 
instantly. Sound knowledge of Mgmt 
Teaching & Administration. 

Radical Thoughts, General Manager - 
Engineering Design, Coimbatore, 15 - 
25 Years, Job ID: 5738181 

Candidate must have done BE/B Tech with 
PG in Engg having 15+ yrs exp in Engineering 
Design & Development in a heavy equipment 
/machinery manufacturing company. 


GKW Limited, General Manager, 
Pune, 15 Years, Job ID: 5566272 

The applicant must possess a degree in 
mechanical engineering and about 15 years of 
hands-on experience in a heavy duty press- 
shop. Good planning and analytical skills and 
thorough knowledge of all commercial 
aspects would be essential. 


Usoft Technologies (I) Pvt Ltd, 
Project Manager, Noida, 9 - 15 Years, 
Job ID: 5754031 

Aspirant must have Enterprise level Project 
management experience (preferably PMP 
certified). Exp in Java, J2EE and .Net 
environment is a must. Proactive problem 
solver with capacity to think out of the box 
and take on challenges. 


Jhagadia Copper Ltd, Manager, Sr. 
Manager (Costing), Bharuch, 4 - 6 
Years, Job ID: 5786811 

This is a senior level position reporting to the 
Financial Advisor. The candidate should have 
atleast 4 to 6 years of post qualification 
experience of working in a large 
manufacturing industry. 


White October Technologies Pvt Ltd, 
Operations Manager, Mumbai, 7 - 17 
Years, Job ID: 5767589 

Looking for a dynamic, multi-tasking, 
operations wizard who can keep up with the 
pace and pull things together. Reporting to the 
company's principal, this is a highly visible and 
critical position. 

Dicitex Dicor Exports, Factory 
Manager, Mumbai, 7 - 12 Years, Job 
ID: 5279422 

Responsible to run the plant, at the most 
efficient target/Plan. Maintain high quality 
which fulfills customer satisfaction. Get the 
factory to a competitive level, Ensure 100% 
Quality standards, Assure best Compliance. 


Trishul Engineering Solutions Pvt 
Ltd, Senior Manager, Kolkata, 10 - 20 
Years, Job ID: 5761347 

The candidate should have have first hand 
experience in building and managing either a 
business, SBU or project teams in the 
อิ หะ services Sano 


Maytas Infra Limited, VBU Head, 
Hyderabad, 10 - 20 Years, Job ID: 
5758824 

Incumbent should have od Project 
Management skills, will also be a Profit Centre 
head and drive the business as well as projects 
across India in project size of above 500 MW. 
Spurthi Group, Regional Manager for 
Southern India, Bangalore, 8 - 12 
Years, Job ID: 5760620 

Candidate must be self-confident Leader with 
a clear Results Orientation approach and solid 
economics/Profit and Loss management 
capabilities. Experience in :Relationship and 
Communication skills, Interfacing Top 
Customers, etc. 

US Interactive (India) Pvt Ltd, AVP- 
Quality & Business Excellence, 
Mumbai, 8 - 12 Years, Job ID: 5758598 
Essential functions include: Monitoring 
implementation of all Quality Initiatives 
including Six Sigma projects, Kaizen projects, 
Process Documentation, Check lists, etc. 
Creating key CTQs, etc. 

Nicco Internet Ventures Ltd, Vice 
President - Materials, Bhubaneshwar, 
Visakhapatnam, 18 - 28 Years, Job ID: 
5758424 

He must be an Engineer with post graduate 
qualifications in Commerce / Material 
Management. Must have around 25 years 
experience in Purchase & Stores Deptt. of 
heavy Metal process industry. 

Gemfields (India) Pvt Ltd, Business 
Development Manager (Senior 
Level), Mumbai, 15 - 20 Years, Job ID: 
5734234 

The applicants will have strong 
organizational, communication, and 
interpersonal skills. Self-starters, who enjoy a 
fast paced and result oriented environment 
will fit well with the team. Should possess first 
class degree in Mining Engineering. 

Hash Research Labs Pvt Ltd, Chief 
Financial Officer, Chandigarh, 
Mohali, 7 - 10 Years, Job ID: 3878356 
Aspirant should be well versed with Corporate 
tax maters & company law. Responsible for 
financial planning & implementing reporting 
procedures, auditing, preparign & handling 
budgets, forecasting revenues. 


To know how to CIE for these jobs, go to finance jobs listing page. 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Patni Computer Systems Ltd, Siebel 
Analytics, Mumbai, 3 - 9 Years, Job ID: 
5736209 

Successful candidate will be responsible for 
creating or modifying the Subject Area in RPD 
of Siebel analytics. 


IP soft India Pvt. Ltd., IPTelephony 
Specialists, Bangalore, 3 - 13 Years, Job 
ID: 3055709 

IP Telephony (IPT) Expert(CCVP/ACS), 
IPSoft, the fastest growing MSP in US, 
requires experts in IPTelephony. Skills in both 
Ciscoand Avaya will be a plus. 


Satyam Computer Services Limited, 
MSBI Lead / Developer, Hyderabad, 2 
- 10 Years, Job ID: 5598534 

Required MSBI Lead / Developer with hands 
on experience on SSAS, SSIS and SSRS. 
Candidate should have worked on SQL Server 
2005 for atleast 1 year. 


Solid Core Techsoft Systems India Pvt 
Ltd., QA Engineer - SSE/Lead, New 
Delhi, 3-8 Years, Job ID: 5790744 
Responsible for creating test plans, test cases 
for product/module owned. Requirements: 3 
to 6 years of experience in testing 
Windows /Unix based platforms/ Web based 
testing. Expertise in creating test plans, test 
scripts, and test cases, etc. 


IP soft India Pvt. Ltd., Senior Unix 
Administrators, Bangalore, 4 - 14 Years, 
Job ID: 5224672 

Will have 4-12 years of experience in 
managing enterprise class production critical 
Linux/Unix server and storage environments. 
Excellent communication and interpersonal 


skills. 


Xpasoft Technologies Pvt Ltd, 
Technical Project Lead, Pune, 6 - 12 
Years, Job ID: 5613681 

Technical leads will be performing are:Design, 
develop, test, document and deploy 
enterprise-level software solutions. Use UML 
to model and document system requirements, 
objects, and relationships. Develop processes 
to allow developers to implement Java 
interfaces designed by the architect. Maintain 
source control management for n-tier 
business objects. Train, mentor, and otherwise 
provide technical leadership. 
e 2.972... 
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Systel IT Enabled Services Pvt Ltd, 
SAP Solution Manager, Delhi, Noida, 
7 -13 Years, Job ID: 5562783 

Role & Responsibilities will be :Bid 
management — proposals, responses, 
estimations and pricing, Responsible for 
providing deal pursuit support — during the 
sales cycle. Responsible for solutioning, 
proposal walk thru's, due diligence, etc. 
Maxelor Infinit Potential, Product 
Management Consultant, Mumbai, 
Pune, 5-15 Years, Job ID: 5802369 
Product Management Consultant will own 
one or several BMC Atrium components and 
will be responsible for defining capabilities 
and driving strategy. 

TATA Technologies Ltd., SAP ABAP 
Consultant, Pune, 3 - 5 Years, Job ID: 
5680483 

SAP ABAP Consultant with 3-4 yrs exp 
including implementation exp. Should be 
experienced in ABAP developemnts, ABAP 
reports, smart forms, BADI etc. Should have 
experience of working on ALE/IDOC/XI 
with respect to MM and SD modules, 

Zensar Technologies Ltd., Project 
Lead, Pune, 7 - 9 Years, Job ID: 
5801931 

Aspirant must 7-9 years of IT experience, 2 
year of Project & Team management 
experience.Technical skills — Java, J2EE, 
XML, Web Service, IDE tools, SQL/PL SQL. 
Should have worked on estimation. Banking 
domain experience is preferable. 

Sagarsoft (India) Limited, Web/ 
Application Developer, Hyderabad, 3 
-7 Years, Job ID: 5801984 

Candidates having more than 4 ycars of work 
exp will be considered for Team Lead 
position. Must have a min working experience 
of 3 years in web technologies. Must have 
good exposure in front end tier development 
of web applications using ASP .Net2.0, etc. 


Infinite Computer Solutions (I) Pvt 
Ltd., Senior Software Engineer, 
Bangalore, Chennai, 3 - 4 Years, Job 
ID: 5801997 

Incumbent should be proficient in Protocal 
Testing, SIBVOIP. Good Communication 
SkillssExperience in Telecom Inductry is 
preferrable. 
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Web Development Company, PL! 
developers, Hyderabad, ! - 4 Years, 


Job ID: 5801767 

Person should have excellent communication 
Skill. Excellent technical knowledge in 
mainframes. Good hands of working 


experience in Pll 


Spurthi Group, Web Designer, 
Bangalore, 2 - 4 Years, Job 1D: 5801756 
Applicant should be proficient in with 
Photoshop, DreamWeaver and Flash. Will be 
responsible for Web site design, Html layouts, 
Coding and CSS, Prototype design, Graphic 


Optimization and Slicing for fast loading 
WebPages, Cross-browser compatibility 
issues, 


ASM Technologies Limited, SQL 
DBA, Bangalore, Hyderabad, 3 - 6 
Years, Job ID: 5801631 

Incumbent will be responsible create 
databases, Database upgradation from 6.5 , 
7.0 to 2000 version, Dead Lockings tracing, 
root cause and remedy, Manag: 
permissions, Performance tunning 
database and monitoring, Planning 
implementation of Backup and restoration 


and 
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Capgemini, UNIX Administrator, 
Pune, 4-10 Years, Job ID: 5775200 
Candidates must have experience with EM( 
Storage as well as Unix administration 
Candidates should have experience with EM( 
CLARUON CX series. 


FCG Software Service (India) Pvt Ltd, 
SSE(JCAPS), Bangalore, 4 - 6 Years, 
Job ID: 5801396 


Person should have experience in Java is a 
must. More than 4 year working 
experience on Ingerations Tools. Extensive 


knowledge on J|CAPS development, Minimum 
2 year working experience on JCAPS is a must 
Mandatory experience in any sq! database 
preferably in Sybase.(Writing Queries, Stored 
Procedures, fine tuning the queries and SPs) 


Cognizant Technology Solutions Pvt 
Ltd, Project Manager, Chennai, 3 - 8 
Years, Job ID: 5801064 

Person should be science graduate. Should be 
proficient and have relevant 
experience in VAX/ VMS with DEC forms 


working 
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Sales and Marketing Jobs 


Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Origin Infosys Private Limited, 
Marketing Executive, Chennai, 
Jaipur, 0 - 2 Years, Job ID: 5733532 
Incumbent should have knowledge about 
marketing and sales. Should have very good 
communication skill and interpersonel skill. 
Ras Infotech Ltd, Sales Manager, 
Bangalore, 4 - 10 Years, Job ID: 
5797889 

The position is middle management position 
reporting to General Manager and involves 
responsibility to achieve targets set for a 
region per product. Involves overseas travel 
especially to our branches in Dubai and 
Abudhabi. 

Book My Show (TV18 Group), 
Sr.Business Development Manager, 
Chennai, 3-5 Years, Job ID: 5797940 
Candidate preferred from Cinema, 
Distribution and Movie business background. 
Understand and proactively monitor the 
competitive environment. Developing new 
business, promotions activity and maintaining 
customer satisfaction. 

Compare Infobase Ltd, Sr.Marketing 
Executive (IT), Delhi, 2 - 4 Years, Job 
ID: 5680617 

Would be responsible towards handling a 
group of Executives for a geographical 
region. Should have good knowledge of the 
best business practices of the region. Would 
also be required to frequently participate in 
trade seminars and conferences. 

Decos Software Development, 
Business Development Manager, 
Pune, 5-12 Years, Job ID: 5234834 
Responsible for Business Development, Lead 
Generation, Cold Calling, Offshore Sales, 
Client Interaction, Negotiation, contract 
closure, handling business development 
executives. Preferred a candidate with exp in 
Offshore Project Sales, catering to the 
European Market. 

Aavishkar Group, Sales & Marketing, 
Mumbai, 0-3 Years, Job ID: 5798135 
The candidate should be Graduate /under 
Graduate. One or two years or more in Direct 
Sales / Channel Sales / Network Sales 
preferred but not mandatory. He should be 
travel oriented. Should be target oriented and 
posses leadership qualities. 


Fuzzy Weighing and Autoation, Sales 
Co-ordinator, Bangalore, 0 - 10 Years, 
Job ID: 5667524 

We are looking out for dynamic female sales 
co-ordinator who are go getters and having a 
good knowledge of hardware sales a zeal to 
handle corporate customers. The job involves 
in interacting a team of sales people in 
Bangalore. 


Sanmar Group, Officer - Sales 
Administration, Bangalore, Mumbai, 
2-3 Years, Job ID: 5531762 

Will be responsible to provide commerical 
support for regions packing of shipments. 
Monthly report generation; Customer wise 
sales summary & OTD. Commerical data 
management using SAP, inventory 
management system. 


Marathon Next Gen Realty Limited, 
Manager - Sales, Mumbai, 1 - 3 Years, 
Job ID: 5466708 

Candidates should have minimum 2 yrs of 
experience, good communication & 
negotiation skills, know computers and terms 
of agreement for sale of property & Stamp 
duty registration preferred. Will be providing 
and Pre and post sales service. 


Acculogix Inc, Business 
Development Executive, Bangalorea, 
0 - 1 Year, Job ID: 5800200 

Responsible to make the clients aware of the 
service offerings of Magna Infotech. Work 
with the senior mgmt in devising a sales 
strategy for the company, Support the senior 
mgmnt for performance enhancement, etc. 


International Tractors Ltd, Territory 
Sales Manager, Bangalore, Chennai, 5 
-15 Years, Job ID: 5800392 

Essential duties will be:Business plan for the 
State (Dealer wise & Project wise). Sales & 
Market share achievement. 


Sun Microsystems, Industry Manager 
- Business Development, Bangalore, 
12-15 Years, Job ID: 5801277 

Will be responsible to to develop the retail 
industry vertical for Sun, working closely with 
Sun's customers, ISVs and partners at a 
national level, to manage the growth of 
business for Sun in the vertical by enabling the 
sales teams in increasing market. 


Sachin Information Technology, 
Business Development Manager, 
Mumbai, 3-7 Years, Job ID: 5801389 
Candidates should have excellent 
communication skills and exp in handling US 
Market. Should have experience in cold 
callings. Good knowledge of US Market. 
Prefer candidates from IT Companies. 
Flamingo Pharmaceuticals Ltd, 
Regional Sales Mgr, Karnal, 
Ludhiana, 13 - 18 Years, Job ID: 
5382664 

Manager will be responsible for the whole 
region achieves sales and collection targets. 
Total implementation of company's 
promotional strategies informed from time to 
time and organizational image in the market is 
builtup. 

Zenith Infotech Ltd, Sales Co- 
ordinator, Mumbai, 0 - 1 Year, Job ID: 
5801736 

Looking for candidates who have good 
communication skills and are target achievers 
for our two products: SAAZ & BDR. Taking 
appointments with the existing clients. 
Generating new clienteles. 


Gati Ltd, Manager - Corporate 
Communication, Hyderabad, 3 - 5 
Years, Job ID: 4540891 

Candidate must have done MBA Marketing or 
PG in Mass Communication/ Journalism with 
4-6 yrs exp. in Corporate Communication. 


Minilec India Pvt Ltd, Sales 
Engineer/Executive - SEPL, Pune, 1 
- 8 Years, Job ID: 5801924 

Applicant must have done Diploma/BE 
Electrical, Electronic, Mechanical having 1 to 
6 yrs of experience in capital equipment sale. 
Should be fluent in English & have good 
communication & negotiation skill, computer 
literacy is essential. 


Design Plus India, Marketing 
Executives, Mumbai, 5 - 8 Years, Job 
ID: 5802103 

Executives will be building and developing 
new sources to generate leads, Preparing 
strategy for identifying prospective business 
clients, Clients Interaction and co-ordination, 
business development and research, 
generating new clients. 


To know how to apply for these jobs, go to finance jobs listing page. 
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Finance Jobs 


Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description 


Accenture, Accounting Professional, 
Bangalore, 5 - 8 Years, Job ID: 5603592 
Candidate should be well versed with Journal 
Entry G/L Posting, Reconciliation, P/L 
Statement, Balance Sheet Finalization, Audit, 
Risk Management, Financial Governance, 
General Accounting, SOX Compliance, 
Internal Control, Financial Reporting & 
Control. 


Ariston Capital Services Pvt Ltd, 
Associate - Private Equity, Mumbai, 2 - 4 
Years, Job ID: 5802269 

Candidate must have a minimum of 2 years of 
experience at an investment bank, private 
equity fund, or a private equity 
syndication/advisor firm. Will also consider 
candidates with experience of workingin KPO 
for overseas real estate fund. 


Pantaloon Retail, Asst. Manager / 
Manager Commercial, Mumbai, 2 - 6 
Years, Job ID: 5604991 

Manager duties will be GL, Cash & Bank and 
Reporting, Timely monthly closure of books 
of accounts. Timely reporting of monthly 
preclosing checklist. Timely reporting of 
monthly postclosing checklist. GL scrutiny, 
etc. 


Verdant Telemetry & Antenna 
Systems Pvt Ltd, Finance & Accounts 
Officer, Kochi, 3 - 6 Years, Job ID: 
5800071 

Applicant must have sound accounting 
knowledge. Knowledge of budgeting & 
forecasting, costing, mis, etc. Experienced in 
filing/handiling TDS, Service Tax, KVAT, 
Income Tax, PF, returns. 


Marathon Next Gen Realty ltd, 
Chartered Accountant - CA, Mumbai, 
5-12 Years, Job ID: 5467085 

A chartered accountant with 8-10 years of 
experience in construction industry with good 
communication skills & computer knowledge. 


Jobseekers - To apply for above jobs 


|. Logon to www.monster.com 


2. Type the Job ID in the “Search Jobs” box on the 


homepage 
3. Click the “Go” button 





Shalina Laboratories, Manager - 
Excise, Mumbai, 10-15 Years, Job ID: 
5799635 


He will be managing a team of 6 members in 
the excise department. Liasoning with the 
range & division excise office. Supervising 
excise documentation & timely lodgement of 
refund claims, etc. 


Triumphant Institute Of 
Management Education Pvt Ltd, 
Accounts Executive, Mumbai, 6 - 8 
Years, Job ID: 5382235Commerce 
graduate with 6-7 years of work experience in 
Accounts field. Candidate should have good 
knowledge of TDS, Service Tax, & Payroll. 
Need to prepare MIS Report, BRS. Should 
have knowledge of receipt preparation & 
should be familiar with Bank work. 


Decos Software Development, Senior 
Accounts Executive, Pune, 3 - 9 Years, 
Job ID: 5798222 

Will be responsible for Financial Accounting 
including Finalization and Statutory Audit. 
Financial MIS Reporting. Income Tax, eTDS, 
FBT and Tax Audit. Reconciliation Salary & 
Wage admin including statutory compliances, 
Balance Sheet, Transfer Pricing. 


T.R. Enterprises, Accountant, 
Mumbai, 2-3 Years, Job ID: 5796829 
Candidate having good experience in 
accounts. Knowledge upto finalization will be 
added advantage. 


Progress Software Development Pvt 
Ltd, Senior Accountant, Hyderabad, 4 
- 6 Years, Job ID: 5185001 

Person must have min 4 yrs of exp in 
Taxation/Accounting/US GAAP 
procedures; Working knowledge of 
Internal/Statutory Reporting, Audit and Tax 
laws/rules; Excellent organizational and 
communication skills. 
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Saint Gobain Group, Branch 
Accountant, Noida, 3-5 Years, Job 
ID: 5795225 

Incumbent must have experience in Sales 
Branch Accounting and Credit control 
functions. Accounts / Sales Tax / Imprest 
handling, Cash and Bank Transactions and 
Statutory Matters. Good in excel / MS Office 
Operations, 

Tiki Tar Industries, Accounts 
Executive, Bombay, 3 - 10 Years, Job 
ID: 5794965 

Responsibilities include: Able to handle and 
maintain full set of accounts and Financial 
Management Reports. Processing and 
payment of all Invoices. Prepare inter- 
company billing and handle month end 
closing activities, etc. 

Elegant Marbles Ltd, Senior 
Accountant, Mumbai, 5 - 15 Years, 
Job ID: 5794853 

Accountant will be handling all day to das 
activities related to accounts like cash book, 
bank Book, Purchase register, Sales register, 


Debit notes, Credit notes, Vouchers, monthh 
Bank reconciliation Statements, Invoices ete 
in Tally 9.0. 


Onward Technologies Limited, Asst. 
Manager - Finance, Pune, 4 - 6 Years, 


Job ID: 5793594 
Manager should have in depth accounting 
knowledge till finalization of books. Should 


have handled Purchase, Revenue Accounting 
General Ledger Scrutiny, al! 
reconciliations. 

Beacon Management, Asst 
Commercial Manager, Mumbai, 10 - 
20 Years, Job ID: 5793205 

The incumbent should be 3 Commerce 
graduate with 10 years experience in the area 
of indirect taxes like Excise, Central Sales Tax, 
VAT, etc. 
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Tirupur's Nemesis? 


As the ghost of "child labour" returns to haunt textile industry hub of 
Tirupur, BT's N. MADHAVAN chooses to verify it independently. 
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JULY 11, 2008 
Tirupur, Tamil Nadu 


T FIRST SIGHT THEY LOOK 

like any other children. 

When I ask P. Manikan- 

dan (13) what he wants 
to become when he grows up, his 
face lights up and the answer is 
spontaneous—a doctor. Even be- 
fore I could pose the question to 
him, P. Madhavan (13) jumps in 
with his response, “I want to be- 
come a Collector.” M. Abbas (13) 
and P. Sathish Kumar (12) an- 
nounce proudly that they want to 
become policemen. Normal aspi- 
rations, one would assume but, in 
this case, they are indeed signifi- 
cant considering that all of them 
were slogging their days (and even 
nights) out in textile units in and 
around Tirupur before they were 
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rescued recently by SAVE, an NGO. 
We (photographer Keshav Raj 
and I) had earlier in the day set off 
for Tirupur, 50 km from Coimbatore 
in Tamil Nadu, to check for our- 
selves the incidence of child labour 
after Primark, a UK retail chain, can- 
celled orders worth $586,000 
(Rs 2.52 crore) and blacklisted three 








exporters from the city. The retail 
chain’s action followed an exposé 
by BBC, which showed children being 
employed in Primark’s supply chain. 

As we drive across the town, 
we discover that it is dotted with 
textile factories—be it for knitting, 
dyeing and bleaching, fabric print- 
ing, garment making, embroidery, 
compacting and calendaring and 
other ancillary work. Large “No 
Child Labour” signboards greet us 
as we get closer to these factories. 

“Big companies, especially the 
direct exporters, do not employ 
children as they risk losing busi- 
ness from international buyers, who 
have imposed stringent ethical stan- 
dards. But down the supply chain, 
among the sub-contracting units, 
child labour continues to be preva- 
lent,” reveals A. Aloysius, Director, 
SAVE, which focuses on releasing 


children from the clutches of child 
labour and rehabilitating them. His 
estimate: at least 4,000 children are 
at work in Tirupur. “We at SAVE 
rescue at least 400 children every 
year from textile units in Tirupur," 
he claims, adding: *We can end 
this menace only if buyers subject 
the sub-contracting units to stringent 
standards applicable to the 
exporters. Government machinery, 
too, is found wanting. Inspections, 
raids, etc., are rare." 

The challenge before the gov- 
ernment and buyers, I soon 
realise, is daunting. Tirupur is a 
natural cluster of over 6,250 units 
involved in various stages of 
garment production. Sub-contract- 
ing is the order of the day. Only 
about 10 per cent of the total ex- 
ports worth Rs 9,950 crore (2007- 
08) is handled by companies that 
carry out the entire process from 
spinning to finishing. If the sheer 
number of units were not challeng- 
ing enough, we—to our surprise— 
found that almost all the units that 
we drove past had no name boards 
whatsoever. They, actually, had no 
face. Under the circumstances, it 
will be impossible for the govern- 
ment, leave alone buyers, to send in 
their representatives for inspection. 

With such a cover, these units 
that operate on wafer-thin margins, 
can easily employ children who, 
unlike adult workers, do not com- 
plain, learn quickly and are more 
productive—not to mention the 40 
per cent saving in wage costs. 

"The child labour problem is 


not as big as it used to be 10 years 
ago. It exists today on a much 
smaller scale,” explains 
M. Chandran, General Secretary, 
Banian & General Workers Union, 
affiliated to crru, with over 10,000 
members whom we meet to get a 
labour union’s perspective. He con- 
siders this to be more a social prob- 
lem and wants the government to 
initiate poverty alleviation meas- 
ures to root out the evil. 

It is well accepted that ever since 
the units in Tirupur began to court 
exports in a big way, the incidence 
of child labour had begun to de- 
cline. In 1984, exports stood at less 
than Rs 10 crore. In a little over 
two decades, these have shot up—to 
Rs 11,000 crore in 2006-07 before 
falling to Rs 9,950 crore in 2007- 
08, on account of a strong rupee. 

According to a survey by SAVE in 
1992, there were 40,000 child 
workers in Tirupur. The Tamil 
Nadu government’s “one-day sur- 
vey” in 1996 reportedly put the 
figure at 10,600, though many have 
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questioned the accuracy of the ex 
ercise as it came close to Diwali 
when most workers had left fo: 
their native homes. No independent 
survey has been done since. 

We rounded off the trip by meet 
ing A. Sakthivel, Chairman, Poppys 
group, and President, Tirupur 
Exporters Association (TEA). We ask 
him what TEA is doing- -the usual 
denials apart—to safeguard its image 
and future. “We are in talks with in 
ternational agencies to devise a sys- 
tem of certification. It works like 
this: when an exporter sub-contracts 
a work, he notifies this agency, 
which then inspects and certifies 
that no child labour was involved ii 
the process," he explains. “We agree 
that there is a failure of the system 
down the value chain, which w« 
are setting out to correct, but none 
of the 658 TEA members emplovs 
children," he adds. TEA has also is 
sued a stern circular to all its mem- 
bers to strengthen their monitoring 
system so as to avoid controversies 
similar to the one involving Primark 

We leave the town with a 
distinct feeling that the exporters 
are emerging from the state of de 
nial they have been in for years 
They are beginning to understand 
that as long as children are em- 
ployed—either directly or other 
wise—their credibility will be sus 
pect. The actions they propose to 
take now, if initiated, could go a 
long way in putting to rest the spec 
tre of child labour at Tirupur onc 
and for all. One questi in remains 
though: will they act in ime? w 
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bt bookend 


Risk Capitalist 


The incredible story of a Harvard professor who gave 
rise to the venture capital industry. R. SRIDHARAN 


there have been financiers. When voyagers 


CREATIVE CAPITAL A LMOST EVER SINCE MAN KNEW ENTERPRISE, 


€ Press of yore set sail to distant lands in search of 
Pages: 299 fabled wealth, there were rich sovereigns and 


Price: $35 (Rs 1,505) 


merchants who funded them. But the birth of 
venture capital as an organised industry did not 
happen until the mid-1940s. In the six decades 
since, venture capital has grown to be an industry 
that pumps in $30 billion (Rs 1.29 lakh crore) in 
start-ups every year in the Us alone. How did the 
industry come about, who were the pioneers who 
dreamed up the concept of risk capital, and what 
odds did they have to battle to be accepted as a 
legitimate industry? 

As it turns out, the answer to those questions 
boils down—well, almost—to the story of one 
man, Georges Doriot. Born in Paris, Doriot 
(pronounced door-ee-oh) comes to the Us to study 
engineering at Massachusetts Institute of 
Technology (Mrr), but is button-holed by Harvard 
University president Lawrence Lowell, who brain- 
washes him to join Harvard Business School instead upon learning that the 
21-year-old Doriot's ambition is to run a factory some day. 

What follows is an incredible story of an immigrant becoming a 
hero not just at Harvard as a professor, but also in the defence estab- 
lishment for bringing vital management systems to army procurement. But 
it is his efforts to make capital available to young entrepreneurs in a post- 
war America that make the core of the book. Why should a Harvard pro- 
fessor, whose primary interest is in manufacturing, think of turning a VC? 
The reason, as the author explains, goes back to Auguste Frederic Doriot, 
his father. Starting his career with Peugeot Company as an apprentice, 
Auguste goes on to help Peugeot build the first cars—quadricycles, actually. 
After a successful career at Peugeot, Auguste sets up a car company of his 
own in 1906. Eight years later, when World War I breaks out, Auguste's 
factory is commandeered by the French government to make shells. By the 
time the war ends, Auguste's partner, the Bentley brothers, end the deal 
with him and launch their own car company. It was a blow from which 
Auguste would never recover. 

Keen to help entrepreneurs like his father, Doriot launches American 
Research and Development in June of 1946 to "aid in the development 
of new or existing businesses into companies of stature and impor- 
tance", Incidentally, to this day, that's what vcs do, although the way they 
go about it is very different from how Doriot did it, thanks mainly to mas- 
sive changes in regulations over the decades. But every man, they say, has 
his failings, and Doriot had his too. This is where Creative Capital 
scores. It is not only the first comprehensive biography of Doriot, but also 
an honest one. Ante, a senior editor at BusinessWeek, does a superb job of 
portraying Doriot, warts and all. 
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Andrew Wileman 


Nicholas Brealey Publishing 
Pages: 232 
Price: Rs 895 


T'S THE PERFECT TIME TO BE READ- 
ling a book like this one. As 
economies around the world 
slow down, pressure is building 
on managers to protect their 
bottom lines by cutting cost. 
They'll try to do so by attacking 
a number of expenses and ac- 
tivities, and sometimes cutting 
into the bone and not just the 
flab. Despite the book's happy 
timing, the author, a consult- 
ant with London-based OC&C 
Consultants, argues that cost 
cutting should not be merely a 
one-off exercise. The most com- 
petitive and successful compa- 
nies, he points out, look at cost 
cutting as an on-going, long- 
term exercise. As Wileman 
writes, "...timing does not and 
should not matter. In three or 
five years' time, growth will be 
back, but cost will still be critical. 
Cost management is not just 
for downturns, but for always." 
The book comprises 10 chap- 
ters, covering everything from 
cost leadership to techniques 
and tactics to cost manage- 
ment as strategy. And because 
Wileman wants to aim the book 
at managers across industries, 
he has kept the theme more 
general and offers several case 
studies to illustrate his argu- 
ments. Wileman says one of 
the reasons he wrote this book 
was that he couldn't find any 
"book that sets out a gener- 
alised approach to the topic of 
cost management". Wileman 
isn't too far off the mark. 
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Lost Lustre 


The diamond industry in Surat is facing a multitude of challenges in an ultra-competitive 
market. The latest: workers are asking for better wages. T.V. MAHALINGAM 


SI WALK DOWN THE 
dingy, claustrophobic 
bylanes of Pandol area 
in Surat on a July 
morning, it's easy to 
overlook the importance of this 
port city in Indian history. The nar- 
row streets and rundown buildings 
seem like an apt setting for a Ram 
Gopal Varma underworld flick but 
make no mistake; there is the whiff 
of money everywhere and history is 
just an arm's length away. 

First, the history bit. According 
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to local folklore, Lord Krishna 
stopped over at the city (which used 
to be called Suryapur) on his way to 
Dwarka from his birthplace 
Mathura. The city was ruled by the 
Chalukyas and other Hindu kings, 
till Qutub-ud-din Aibak overran the 
city in the 12th century. By the 
time the Mughals led by Akbar cap- 
tured the city (year 1573), it was al- 
ready one of the leading commercial 
cities of India. Trade with the Arabs 
flourished, who christened the city 
‘Bunder-E-Khubsoorat’ (the beau- 


tiful port). That name was later 
crimped to Surat. 

Surat’s tryst with diamonds be- 
gan when Indian merchants came 
back from East Africa with boat- 
loads of diamonds in 1901. By the 
mid-sixties, the industry was worth 
Rs 65 crore. At that time, Mumbai 
(erstwhile Bombay) was the hub 
for diamond manufacturing in India. 
Surat, situated on the banks of the 
Tapti river, was still a lowly back- 
water where crude, low-cost work 
would happen. 


But soaring real estate, bellicose 
labour (the bane of Bombay's in- 
dustry in the '60s) and some true 
blue entrepreneurship from Surat 
merchants saw the city grow into a 
diamond cutting and polishing 
hub not just of India, but of the 
world. Today, close to Rs 45,000 
crore worth of diamonds are cut, 
shaped, polished and finally 
exported from Surat. 

In all, the country exports 
Rs 80,000 crore worth of dia- 
monds—making Surat the heart and 
soul of the diamond industry. More 
than 90 per cent of the world's di- 
amonds are *processed' in Surat. 
Almost every eighth person in this 
city with a population of 4 million 
works for the diamond industry. 


The Diamond Makers 


One of these workers, Mahendra, 
23, cuts and polishes stones worth a 
few crores each month only to make 
about Rs 6,000 a month. With 
prices of commodities and food go- 
ing sky high, feeding his family of 
two can be tough. But Mahendra 
laughs it away. “I come to work 
whenever | want. I polish 
stones...there is no pressure at 
work,” he beams. In fact, most of 
his co-workers flash smiles at the 
sight of a camera. 

This joie de vivre is all-pervading 
among Surat workers, but is mis- 
leading. Just a couple of days ago, 
most of the gantis (diamond work- 





Babubhai Jirawala: Voicing the concerns of Surat's diamond workers 


shops) in the city had to down 
shutters because this smiling work- 
force decided to go on a strike. 
Some of them even pelted stones, 
shattering the odd window panes of 
a few factories. The reason: they 
were demanding better pay. 
Babubhai Jirawala, who heads 
Surat Ratna Kalakar Sangh (which 
represents the diamond workers in 
the city), led these workers to down 
their chisels and magnifying glasses. 
“The workers in the diamond in- 
dustry have not been given salary 
hikes since 1998. And considering 
that inflation has been shooting up, 
we had to push for a hike in wages 
with all the means we had at our 
disposal,” says Jirawala. The union 
has been talking to diamond fac- 
tory owners and their association for 
nearly six months demanding a 
wage hike of 30 per cent. After sev- 
eral rounds of protracted negotia- 
tions, the Surat Diamond Traders 
Association agreed to a raise. 
Explains C.P. Vanani, the 
President of the Surat Diamond 


Traders Association: “We proai 
tively decided to recommend wage 
hikes in the range of 20 per cent foi 
workers on June 30. Most of thi 
large factories immediately accepted 
our recommendations anc 
nounced hikes between 15-20 per 
cent." However, the small and 
medium factories, which form thi 
bulk of the 4,000 units in Surat, 
refused to hike wages citing that 
profits in the business were already 
wafer-thin. Moreover, the assoc 
ation's recommendations were just 
that—recommendations that wer: 
not binding in nature. 

The very next day, on 


workers in most of the smal! and 
medium units went on strike. As 
the word about the hikes and strikes 
in Surat spread across the state, d! 
amond workers in the rest of thi 
state in places like Bhavnagar and 
Ahmedabad struck work. Things 
got unruly in Bhavnagar when tht 
private security guard of a diamond 


factory opened fire on agitating 
workers and killed one of the 


Bearing the brunt: The strike affected work in small- and medium-sized diamond factories 





But in Surat itself, hectic 
negotiations saw work resuming 
within a couple of days in most 
units. Vanani believes that the strike 
itself did not cause any major mon- 
etary loss to the industry. *The 
smaller factories were badly affected 
as they did not implement the salary 
hikes. Large factories, which did 
lose a day or two of work, will 
make up for the losses by working 
on a holiday," he adds. 


Rough Ride Ahead 
The wage hike will definitely add to 
the worries of diamond traders, 
who are being buffeted on several 
fronts, agrees Vanani. For starters, 
diamond roughs (the raw material) 
are getting fewer and costlier. 
As diamond yields in countries like 
Tanzania, Congo and Botswana 
are falling, these countries are plan- 
ning to impose duties on diamond 
exports. Currently, the trio ac- 
counts for nearly half of the world's 
rough diamond produce. A slow- 
down in demand, especially from 
the US (which consumes above 60 
per cent of all processed diamonds 
from Surat) does not help their 
cause either. 

"The slowdown in demand from 
the us has affected most players 





Jivrajbhai Surani: The slump in (US) 
demand has made matters worse 
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Manpower woes: From 7 lakh people down to 5 lakh people now 


badly in the last three years. Most 
traders in the industry have wafer- 
thin margins in the region of 2-3 
per cent. With salary hikes, some 
smaller factories may close down 
rather than go for salary hikes,” says 
Jivrajbhai Surani, Founder, JB 
Diamonds Group, one of the largest 
diamond exporters from Surat. JB 
Diamonds exports Rs 1,300 crore 
worth of diamonds annually and 
employs over 8,000 people. 





C.P. Vanani: The wage hike will add 
to the worries of diamond traders 


The strike also brings to the fore 
another problem that’s creeping up 
on the industry—a manpower crisis. 
A decade ago, the diamond busi- 
ness was the industry to work for. 
Salaries were high and, more im- 
portantly, other industries did not 
pay as much. But with the textile 
sector booming in the city, salaries 
in the diamond industry have paled 
in comparison. “This industry used 
to employ close to 7 lakh people a 
couple of years ago. That has shrunk 
to 5 lakh people now,” adds Surani. 

For the industry, it is a classic 
Catch-22 situation—raise wages 
and add pressure to already pre- 
cariously thin profit margins or get 
ready for more strikes in the fu- 
ture. But Surat has an uncanny 
knack of thriving as a commercial 
hub, despite seemingly insur- 
mountable odds. The city has sur- 
vived repeated sackings by the 
Maratha warrior Shivaji, prolonged 
sieges, bouts of bubonic plague, 
floods and is still called the city of 
Kubera (the god of wealth). Will 
diamonds be forever for Surat? If its 
historical resilience is any indica- 
tion, getting the sheen back will be 
a cinch for the city. 
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An Enterprising Trio 


Three new "enterprise" phones are on the 
market. Are they worth it? KUSHAN MITRA 


HE FIRST THING YOU SHOULD 
know is that you don't need 
an “enterprise” phone to 
check your office e-mail. Really. If 
your office has a push-e-mail system 
in place, you can get your 
e-mail on virtually any high-end 
mobile device if you install a piece 
of software. However, most enter- 
prise devices are so called because of 
the business applications on them. 
They also have a load of other 
interesting applications. 
That said, the three devices 
featured here are all quite different. 
Let us start with the ASUS P320. 
The most important thing about 
this device is that it is cheap. It is 
also small, which makes it likely 
that you might lose it. Worse still, it 
makes typing extremely irritating 
on the rather petite screen. That 
said, setting up your e-mail and 
synchronising your PC to the P320 
IS very easy. 
ASUS claims that it has kept the 
price of the device so low because it 
wants to get in a whole new class of 


consumers to expe- 
ASUS P320 


rience "smart" 
enterprise devices. 

(+) Extremely Affordable 

(-) Small form factor 


That’s also why it 
makes it irritating to use 


has the device avail- 
Rs 12,900 












able in pink. Surprisingly, the battery 
isn’t that bad and performance, too, 
is not bad for its size. 

But on the performance front, 
the HTC Touch Diamond, which 
also runs Windows Mobile 6 like its 
Taiwanese sibling, is a class apart. 
HTC's *Touch-Flo" interface first 
experienced on the Touch is still 
rather neat (but faster than before), 
but this phone is about more than 
performance. The plastic rear cover 
of the device is given a *diamond 
cut" look, which reminds one of the 
radar-beating shape of the United 
States’ F-117 Stealth Fighter. 

We genuinely liked the Touch 
Diamond, but almost everyone who 
saw the device asked the same ques- 
tion: *How does it compare to the 
iPhone?" Well, honestly, we have 
not seen the 3G iPhone as yet, with 
its promised improvements in 
e-mail connectivity. But based on 
the last iPhone, typing is easier on 
the Apple device, as is storage, 
though e-mail synchronisation, we 
guess, would still be better on the 
HTC. So maybe, the Touch 
Diamond for e-mail and the iPhone 
as a personal device. 

The third device in our line-up 
is the only “non-touch”, non- 
Taiwanese and non-Windows de- 
vice here—the Nokia E71—which 
succeeds the very successful 
E61i. First things first. Nokia 

has made the device slim- 

mer and thinner, which 
makes it possibly the best- 
looking full keyboard device 
available currently, at least 


comes out later this year. 
Nokia has stopped 
BlackBerry Connect support 
on its devices, which allowed 


until the BlackBerry Bold Nokia E71 


(+) Nice looks, full keyboard 


(-) No BlackBerry 
Connect solution 


Rs 22,949 











| HTC Touch 


| Diamon 
(+) Great looks, nice interface 


(-) Not the iPhone and 
typing is a problem 


Rs 27,500 


(Airtel exclusive) 





the BlackBerry solution to work on 
Nokia handsets. That said, config- 
uring e-mail support on the Symbian 
system has been made a lot easier, 
and if you have a web-based e-mail 
solution, it is brilliant. We set up 
our Gmail inbox onto the E71 in 
about two minutes. It’s one device 
that can handle both official and 
personal inboxes easily. 

Finally, which one of these 
three would we have? This writer 
has never been a fan of Windows 
Mobile-based devices, even if the 
HTC Touch is definitely the coolest 
of the three, and HTC’s modified 
interface is brilliant. But somehow 
our preference for full hard-key 
keyboards shines through here, so 
we would take the E71, though 
don’t ignore the other two be- 
cause we did. 
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bt treadmill 


Climbing a Plateau 


N WEIGHT TRAINING, THERE COMES A TIME WHEN YOU HIT A PLATEAU AND 
[i that no matter what you do you're not gaining strength or 

muscle mass. This typically happens if you have been following the 
same regimen for a while, exercising your muscle groups in the same pattern 
or sequence. Muscles get used to the same exercises and, after sometime, their 
tissues don't regenerate the way they did at the beginning of the training phase. 

One of the best ways of breaking out of a plateau is to jack up the intensity 
of training. Instead of low weight-high repetition sets, move to high weight- 
low repetition sets. Say, you are unable to increase the maximum weight that 
you can bench-press and are getting stuck. Increase the intensity of training. 
If you were doing three sets with 10-12 repetitions in each set, increase the 
weight you were pressing to a level where you can squeeze out just 6 or 8 rep- 
etitions. The higher intensity pushes your muscles to work harder and, 
therefore, gain strength. The other benefit of a high-intensity workout is that 
it helps to burn more calories in the same period of time as compared 
with a low or moderate intensity training regimen. 

The second way of breaking a plateau is to mix and match your exercises. 
Suppose you are used to exercising your chest (bench presses, dumb-bell 
flys, etc.) on the same day as your triceps (cable pull-downs, French curls, etc.) 
and your back (lat pull-downs, rows, etc.) on the same day as your biceps (dumb- 
bell curls and barbell curls, etc.), mix it up. For instance, pair your chest 
workout with your biceps workout and your back 
workout with your triceps. What typically happens 
when you combine chest and triceps workout is 
that your muscles can get overtired. This is because 
most chest exercises also deploy the triceps muscles 
with the result that by the time your chest workout 
is over and you’ve moved to the triceps, they 
could be too fatigued to do much work. Likewise, 
most back exercises also deploy the biceps muscles. 
So, if you shuffle them and do chest and biceps to- 
gether, the combination could well be more ben- 
eficial to both muscle groups. 

You could also have hit a plateau if you have been over training. So, a third 
way of breaking out from a plateau could be by taking a couple of weeks off 
hard training and substituting it with light jogging and freehand exercise. The 
respite from heavy weights can give muscles time to recuperate and bounce 
back with vigour. If jogging or freehand exercise is not your cup of tea, go 
swimming instead of heading to the weight room. Swimming trains the whole 
body and isn’t fatiguing either. 

Generally, people hit training plateaus because of doing the same old 
exercises over and over again. Keep changing your exercises. For your 
chest workouts, replace bench presses with dumb-bell presses or even 
weighted push-ups. For your back, do dumb-bell rows instead of barbell rows 
and so on. Keep your muscles guessing what they'll be asked to do and you'll 
see how well they respond. Hey, that kind of thing even works while deal- 
ing with people sometimes, doesn’t it? 


Combine bench press 
with biceps curls to 
break your plateau 


MUSCLES MANI 


write to musclesmani@intoday.com and read the Treadmill blog 
at www. businesstoday.in 


Caveat: The physical exercises described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 
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“Lean Solutions for Indian Firms 
Offer an excellent opportunity 
to make life better and cheaner for 
Indian consumers without going 
ก พ through the wasteland of “mass” 
consumption. 





Catch Lean Management Guru Jim Womack in India 


- Management Expert and co-author of some of the most widely acclaimed books: The Machine That Changed 
the World, Lean Thinking, Seeing The Whole: Mapping The Extended Value Stream and Lean Solutions, wil 
address Indian business leaders at the first ever Lean Management Summit in India. 


Lean Management Summi! 


Organised by 
Lean Management Institute of India 





In association with 


FOR MANAGING TOMORROW 


Chennai - 6th August 2008 
Hotel Taj Coromandel 


Mumbai - 4th August 2008 
Hotel Hyatt Regency 





Television Partner 


pasi biasi i et For Registration: www.leaninstitute.in 


Telephone +91-22-40034613, +91-22-40074613 
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Out of the eight finalists who 
made it to the presentation 
round of the TiE-Canaan 
Entrepreneurial Challenge, 
three emerged ultimate 
winners. Check them out. 


MANU KAUSHIK 


HERE IS NO SIMPLE 

formula to be a succ- 

essful entrepreneur but 

to have the fire to 

thrive burning inside. 
A new business, as it grows from in- 
fancy to maturity, must navigate 
difficult and challenging terrain. 
Even one small mistake can sound 
the death-knell for the fledgling 
venture. So, how to make sure that 
you are on the right path? There are 
two ways: First, sit back and watch 
your peer group companies grow at 
an astonishing pace and hope for 
the same good luck to smile upon 
your company as well. Alternatively, 
participate in the TiE-Canaan 
Entrepreneurial Challenge, a na- 
tional-level business plan showcase 
for early-stage start-ups. 

At the final round of the sec- 
ond edition of the TiE-Canaan 
Entrepreneurial Challenge, eight 
teams were shortlisted—iKen 
Solutions, HealthcareMagic.com, 
| lrupees.com, Infogile, Equitas, 
GoodMorningResearch.com, 
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The Jury: (from L to R) Alok Mittal, Managing Director, Canaan Partners India; 
Saurabh Srivastava, President, TiE-Delhi; Raman Roy, Chairman, Quatrro 
BPO Solutions; Sanjeev Bikhchandani, Co-founder and CEO, Naukri.com; 


Mahesh Murthy, Partner, Seedfund 


Druvaa Software, and Ginni 
Systems—based on their strong 
business model and the back- 
ground of entrepreneurs behind 
these start-ups. 

These shortlisted applicants— 
selected from around 140 business 
plans that poured in since the con- 
test was announced in April 2008— 
were mentored by TiE-ENP 
(Entrepreneurial Nurturing 
Programme) to refine their busi- 
ness plans for presentation to the 
jury of leading entrepreneurs and 
corporate heads, including Sanjeev 
Bikhchandani, Co-founder and CEO 
of Naukri.com; Mahesh Murthy, 
Partner, Seedfund; Pramod Bhasin, 
CEO & President, Genpact; Raman 
Roy, Chairman, Quatrro BPO 
Solutions; Saurabh Srivastava, 
President, TiE Delhi; and Alok 
Mittal, Managing Director, Canaan 
Partners India. 

Finally, after months of elimi- 
nation rounds, the Challenge 
reached the finale with its presen- 
tation round. Eight finalists made it 


to the presentation round, held in 
New Delhi on July 5, which was fol- 
lowed by an awards ceremony. 
Mumbai-based iKen Solutions, 
Chennai-based MFI Equitas Micro 
Finance, and data protection firm, 
Druvaa Software emerged the 
three finalists. 

“All eight teams had compelling 
business plans, but eventually, we 
zeroed in on only three of them. 
The objective of the Challenge is to 
identify and empower tomorrow’s 
businesses,” said Mittal in a discus- 
sion preceding the awards ceremony. 
The winners receive mentorship 


from Nasscom, Canaan Partners and 


Jury members of the competition. A 


representative from each winning 
team also attends a course at the 
Centre for Executive Education at 
the Indian School of Business, 
Hyderabad. Additionally, all finalists 
will have access to investors from 
TiE, Indian Angel Network and 
other early-stage investors. 

Here’s a quick look at the three 
winners of the Challenge: 


Druvaa Software 
THE PUNE-BASED START- 
up is a pioneer in next 
generation data protec- 
tion and business conti- 
nuity products targeted at 
medium to large 
enterprises. Druvaa's dis- 
tributed data duplication 
technology called 
"SendUnique" cuts down 
on duplicate enterprise 
data across the network 
enabling up to 10 times faster back-ups with 90 per cent 
reduction in storage and bandwidth utilisation as com- 
pared to traditional back-ups. Founded in 2007 by a 
team of ex-Veritas storage experts, Druvaa is looking 
to serve both notebook and PDA markets in the us 
and emerging markets in the Asia-Pacific region. “The 
PDA market in US is yet to take off. With our unique 
product offering, the scope to capture the Us market is 
huge," says Jaspreet Singh, Co-founder and v» (Business 
Development) of Druvaa, who has plans to raise vc 
funding by the end of this 

year. “We have earmarked F DRUVAA 
$2 million for the emerg- a om 

ing markets and the next $2 million for the Us market 
as part of our growth strategy,” adds Jaspreet. He 
thinks that TiE-Canaan Entrpreneurial Challenge 
forum will help Druvaa tune up its business plans 
according to industry needs globally. 








iKen Solutions 

AN ITT BOMBAY-INCUBATED START- 
up, iKen Solutions specialises in 
hybrid artificial intelligence and is 
applying that to storefronts— 
web and mobile—to present the 
“right catalogue” to each cus- 
tomer. “Our mission is to make 
every software product and so- 
lution intelligence-enabled by in- 
corporating tailor-made intelli- 
gence, knowledge automation 














| Equitas 
[| Micro Finance 
EQUITAS MICR( FIN 






; 


ance is the only pure 
non-technology venture 
on the list and operates 
out of Chennai. In just 
six months of existence, 
the company claims to 
\ have a base of over 
y | 50,000 clients with an 
K outstanding portf ho of 
above Rs 70 crore. “By 
the end of one year of operations, we should have a 
client base of 6,00,000 with an outstanding portfolio of 
Rs 500 crore,” says P. N. Vasudevan, promoter and MD 
of Equitas, who has a team with strong NBFC back- 
ground and deems sks Microfinance’s - 
Vikram Akula as the poster boy of equitas 
MFI business in the country. Equitas 
expects to have a strong presence in southern [ndia in 
two years of its operations. From the third year, it plans 
to start expanding in the northern part of the country 
At present, Equitas has 15 branches in Chennai and 10 
in Trichy and plans to scale up to 100 branches in the 
next few months. The company has plans to reach out 
to the five major cities of Coimbatore, Trichy, Salem, 
Madurai and Erode in Tamil Nadu. “Equitas is looking 
for both debt and equity capital for its expansion 
plans,” says Vasudevan, pointing out that the award is 
the recognition of its business plans by the experts. 


PHOTOGRAPHS BY SHEKHAR GHOSH 





servers and placed. — 

in the personalised | Ke [ 
manner for each 

and every user, each and every 
time they log on," adds Sonar. 
Already, iKen has tied up with 
clients such as Viacom Intern- 
ational, Sony BMG, Telenor, and 
Sun Microsystems among others. 
iKen has a huge pipeline of ne 
gotiations going on across various 
web-based companies and mo 


and decision support capabilities the iken team: (from L to R) Raiendra M. bile operators globally, includ 
using AI (Artificial Intelligence) Sonar, Aditya Goel and Siddharth Goel ing a domestic mobile operator as 


technology platform,” says 

Rajendra M. Sonar, Co-founder of i-Ken and Assistant 
Professor at IIT Bombay. iKen's popular product, 
Mooga, is at present scalable over SMS, WAP and Web in- 
frastructures. “Mooga is both content-and-platform ag- 
nostic. Content items that are found to be contextually 
relevant to the end-user will be extracted from storage 


well. “At present, we are in the 
middle of a multi-million dollar vc fund-raising,” says 
Siddharth Goel, Co-founder, iKen. The firm was also 
shortlisted for the Microsoft start-up accelerator pro 
gramme, where it will get access to and guidance 
and support on the Microsoft Platform, as well as mar 
ket development support from the software giant. 


AUGUST 10 200* BUSINES 167 


HE 2008-2009 INDIA 


Iw is the leading travel 
powered by | and lifestyle monthly in the country brought out 


lr. A TODAY | | by the India Today Group. With expertise and 
r ve PLUS an information base spanning over 12 years, 
— — combined with a strong people network and 
research team spread across the country, we 
are uniquely placed to give the reader action- 
able and topical travel-related information and 

advise. So here it is, our very first 


HOW IT WORKS 
Rate all the parameters given for each nomination on a 
scale of 1 to 5, where 5 is the highest and 1 the lowest. 
For example: In Hotels, all 5 parameters — Hygiene, Service, 
Décor, Facilities and Location — must be rated on a scale of 
1 t0 5, where some or all parameters can he rated the same 
or differently. Leave a blank space wherever you have not 7 
personally experienced a nomination, or one of its parameters. น 


"ors ease rate on te scale ot 105 do not puta ck mark | เบ แพ น 


Oberoi Udaivilas, Udaipur DOMESTIC AIRLINES Pun Comtor 


= —- + T = + d & Hygiene 











A “ Ai 
Amanbagh. Aiwai 
































$ 4 e al 

Devi Garh Palace. near Udaipur let Airways 

i x | m3 at! 
Mahua Kot, Bandhavgarh | Kingfisher Airfines | i 
x , "ม | — Ae bs | "ep 
taj Lake Palace, Udaipur india 

$ ^ i - — —- = -- = --- - + 
Other (spectty one Paramount Airways 
— -- —————— - — i " แร —X -- ๑ -- ——— + - + 
JetLite 
ห ง ๓ ลก ค Service D r facit hj n T T T 
vaiene Service veco aci ibes indiGo | 
| O | 
Wildfiower Hall, Shimla | Rn Ai 
T —— — -—— + - > are 
ITC Sonar, Kolkata 
. * | 
Ananda In the Himalayas, Rishikesh i | 
ets A. "m MUDE ; i = 
Quan Spa, JWT Marriott, Mumbai | | 
did om + --4--- + 
Sereno Spa, Park Hyatt, Goa | 
f 


Other (specify one) 





Trident, Gurgaon 





Olive Bar and Kitchen, Mumbai 
Oberoi Grand, Kolkata Sunny's, Bangalore 


| | Magique, New Delhi 








The Park, New Delhi | 
| —— * A —- — + ———4 ——— — t 
โ ฒ | Mahal Palace & Tower, Mumbai | | Fiesta, Goa 
Listen: ชร ร ES - i c- i mI x » | SES —— -- —- ระ 
The Leela Palace. Bangalore | China Garden, Mumbai 
$ — " + -------- ง -- —À ——— — i 
| Other (specity one} | | Other (specify one) — 





เอ อ น FLavouRS — | fox | soree [pmo] 9 | 























Rain Tree, Chennai | | MTR, Bangalore 
r : - -+ — —L- + -- —— จ —Ü—— +—————y— — ———* 
Barefoot at Havelock, Andamans | | Kesar Ka Dhaba, Amritsar 
OEE TIN OOM m on hie -- | | su — !— A adi 4 ; $ i 
Orchid Hotel, Mumbai 2j Tunde Ke Kebab, Lucknow 
: = paeem ต + - | + 
ITC Maurya, New Deth Paratheswali Gali, Dalhi 
- SA Bu ee ซะ 4 | è -------< — i i i 
Coconut Lagoon, Kumarakom | | Ponnusamy, Chenna | 
m > เร -- ร่ ------ - diem -« : L. ——— oan — - - -- - —— Bees น บ + 
Other (specify ons) | Other (specify one) _ | 


Bukhara, ITC Maurya, New Delhi | 





The Grand Palace, Srinagar 





Neemrana Fort Palace, Alwar 


Karavalli, Taj Gateway, Bangalore 

















id bm ON ตื อ SS SRY ee CT |j 
ludges Court, Pragpur | Zodiac Grill, Taj Mahal Palace & Towers, Mumba 
— —— | GN -- —— 4- — .- -——— + - ——— ] — - - - - - — P ———M———— ————— — 
Malabar House, Fort Koch | Ban That, Oberoi Grand, Kolkata 
b i i t 4 -- - - d——À ———— bul: in x 
Fort Teacol, Goa | | Dakshin, ITC Park Sheraton & Towers, Chennai | i 
—— — - e—a ——— ----— —+4. -— — —— ——— - ` , = S —— €: a $-— " - + - ๑ — ๑ 
Other {specify one | | Other (specify one) i 





: 





All Amancan Diner, New Delhi 
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DREAM DESTINATIONS 


rate on the scale of 1 to 5, do not put a tick mark 
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Facilities 














Excitement 
Value 


Unique- 
ness 


Access- 
ibility 


Rishikesh, Uttarakhand 
Manai, Himachal Pradesh 


Ladakh. Jammu and Kashmir 





Havelock, Andamans 


Lohit Valley, Arunachal Pradesh 
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Hamp. Kamotaka 








Varanasi, Uttar Pradesh 
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Kanranga, Assar 





Kanha-Bandhavgarh, Madhya Pradesh 





Corbett, Uttarakhand 
Nagarhole, Karnataka 
ค ด เณ Kerala 
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Options 


Kovalam, Kerala 





Om Beach, Gokarna, Kamataka 





Anjuna, Goa 








Gopalpur on Sea, Orissa 
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PERSONAL DETAILS 


YOUR AGE EDUCATION 





Below 30 years = PN 5 SSC / HSC 


30-40 years 2 College but not Graduate 


40-50 years is Graduate / Post-Graduate — Gene 
Above 50 years C] Graduate / Post-Graduate — Profe 


YOUR MONTHLY HOUSEHOLD INCOME IS 





Less than Rs. 25.000 
Rs. 25,000 - Rs. 50,000 


Rs. 50,000 - Rs. 1,00,000 


Above Rs. 1,00,000 


ru OCCUPATION 


Self-employed 


Salaried 
Field of work 
E-mail ID 
Name 


Address 


Telephone 


Mail your response to: India Today Travel Plus, india Toplist survey, 
Sth floor, Videocon Tower, E-1, Jhandewalan Extn, New Dethi-1 10055. 
Please send in your completed forms by 15" September 2008 

OR 


INDIA TODAY 
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New Horizons 


SOME MIGHT ARGUE THAT HIS JOB IN SPICEJET WAS 
done. SIDDHANTA SHARMA, 50, the former Executive 
Chairman, had after all been manoeuvring to get an 
equity infusion into the Delhi-based airline (that it got 
in the form of investment from Wilbur Ross). 
Sharma, for his part, has maintained a studious si- 
lence about his new job as Director-Corporate, at 
InterGlobe. Mum's the word for now, other than this 
prepared statement, “InterGlobe is a success story of 
sharp business focus, tenacity in the face of odds, ex- 
ecution excellence... I am excited to be part of this 
enterprise." InterGlobe is a Delhi-based travel and 
tourism major. Thankfully for Sharma, despite 
InterGlobe owning low-cost carrier IndiGo, his job 
isn't to shepherd yet another airline through troubled 
skies, since the group is heavily involved in other sec- 
tors of the industry. 


LIWY 


i” 





HY IN 


In the Driver’s Seat 


ROD WALLACE, 52, IS NOT A PORSCHE LIFER BUT, BY 
all accounts, will qualify as one. He claims to have 
worked with the German car company “on and 
off” for the last 30 years. “I somehow always end up 
here,” quips the Englishman, who recently took 
over as Managing Director of Porsche India, after 
completing his stint in South Africa, where one of his 
last tasks was setting up the biggest Porsche show- 
room in the world. Will it be an equally smooth ride 
in India? With a target of selling 200 cars in 2008, 
Wallace certainly has a hard task in front of him. 
“We have to give our customers in India exactly the 
same experience that our customers elsewhere in the 
world get, and that is my challenge,” he says. So, 
what does Wallace drive? A Porsche, of course. 
He drives Porsche’s sports utility vehicle, the 
Cayenne. That’s hardly surprising, given the state of 
Indian roads, not least of all outside Wallace’s office 
in Jasola, South Delhi, that feel like a war zone. 





AMIT KUMAR 


. " 
Steering Sun’s Rise 
HE LASI MONTHS HAVE SEEN A STRONG RESURGENCE IN THE FORTUNES OF SUN MICROSYSTEMS INDIA OPERATIONS, WITH 
revenues increasing by over 30 per cent year-on-year. Subsequently, the tech giant has included India in a 
recently-formed Emerging Markets geography to provide dedicated resources for these fast-growing markets 
Now, Sun has taken the next step by appointing ANIL VALLURI, 46, as GEM (Geographically Established Market) 
Vice President and Managing Director for India. A 22-year industry veteran, Valluri, who succeeds Bhaskar 
ramanik, has been with Sun India since its inception a decade ago. Now, this amateur photographer will have 


his biggest challenge yet, as he seeks to continue Sun's resurgence in a fast-growing, but crowded, Indian 


market. "The formation of Emerging Markets region, and Sun India's inclusion in that region, will end 


ow us with the resources and support necessary to promote growth," says an optimistic Valluri 





170 BUSINESS TODA AUG 


— D 


EA ST 
3 


| 


or 





Brand New Role 


CREATIVES CONTINUE TO BE THE FLAVOUR OF THE 
season. It’s now RAVI DESHPANDE's turn to be elevated 
to the post of Chairman and Creative Officer of 
Contract Advertising. His mandate: “to lead 
Contract, enhance its vision and embrace the future”. 
A keen jazz listener and painter, Deshpande, 46, is 
credited with turning Contract into a melting pot of 
the best creative minds in India during the late 
"90s. "My task as chairman would be to take the 
agency to its next level and continue doing the 
good creative work for our clients,” he says. 
Deshpande has crafted his way of working through 
a book: “Grow Young”, which he himself has au- 
thored. Though the book is yet to be launched of- 
ficialy, Deshpande closely follows its intrinsic theory 
that says: “un-boxed ideas reverse the ageing process 
of brands, making them younger and more desir- 
able”. Little surprise then, his agency was among the 
top Indian performers at Cannes 2008. 








The Philanthropist 


HE GOT A WHOPPING 400 PER CENT RISE IN R 


Adieu, Retail 


IT’S GOODBYE RETAIL AND ALSO GOODB) 

Birla Group for SUMANT SINHA. After spending 
over six years with Aditya Birla where he shaped thi 
Group's global strategy and M&As, Sinha, 41, ha 
now decided to move on. Sinha, son ol 
former Finance Minister Yashwant Sinha, was 
picked up as CFO in early 2001 by Kumar Mangalam 
Birla himself, who wanted to in- 
fuse young blood in the or- 
ganisation. At the time of 

leaving, he was spearhead- 

ing Birla’s retail initiatives as 
its CEO. “The new assignment 
is as challenging as retail,” 
hints Sinha, who will be based 
out of Mumbai. This voracious 
reader has a debt capital 
market background 
with stints in Citigroup 
and ING Barings in 
Latin America. Intere- 

stingly, his exit hap- 
pens barely two 
months after the ex- 
pat CEO of Aditya 
Birla’s supermarket 
business, Andrew 
Denby, moved out 
in a huff. While 
Birla’s underper- 

formance in 
retail may still 
invite scepti- 
cism, Sinha has 
done enough 

ground work 
for Aditya Birla 
Retail to take 
off big time. 

























MUNERATION AND GAVE IT ALL AWAY. KALLAM ANJI REDDY. GSE. 


Chairman of Dr Reddy's Laboratories, got a gross remuneration of Rs 14.5 crore in 2007 08 thars a 
neat hike from the Rs 2.74 crore he earned the year before. This was thanks to Reddy getting 1 percent 
of net profit as commission. His company in the previous year did rather well to post a met ponit of 


Rs 1,176 crore. However, Reddy decided to play philanthropist big time and gave away the windfall or 
as he puts it: “On my personal balance sheet, | am up to my neck as | have given away everytime." 
He hastens to add that the huge gains were one-time revenue upside. “What happened last year 
was a one-off thing, which may not repeat," he says. But there's still hope as “Dr Reddy's may 

bounce back in another two years". That's the philanthropist in him talking, 





CONTRIBUTED BY KUSHAN MITRA, RAHUL SACHITANAND, ANUSHA SUBRAMA 


ANAND ADHIKARI AND E. KUMAR SHAR 


Airal bt leadership spotlight Vol.17, No.16, for the fortnight July 28- 
August 10, 2008. Released on July 28, 2008. 
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Deal Meister 


E'S A CLEVER ENTREPRENEUR WHO SPOTS OPPORTUNITIES TO TAKE OVER, TURN AROUND 

and then sell businesses. Some label him a “maverick businessman” whose moves 

are as unpredictable as they are unconventional. Yet, Chinnakannan Sivasankaran 
(or ‘Siva’ as he is better known) has one consistent thing going for him: he almost unfail- 
ingly makes a substantial killing when he exits the businesses that he acquires. 

Beginning as a fabrication contractor for Chennai Petroleum Corporation (CPCL) 
some three decades ago, Siva, 52, has come a long way ever since he pioneered the concept 
of low-cost computers back in the 1980s. His company, Sterling Computers, sold PCs at 
Rs 33,000 in an era when computers were still a luxury. 

Then, with the sector opening up in the early 1990s, he hopped onto the telecoms band- 
wagon, building Aircel Cellular into a major player in the Tamil Nadu circle, buying, along 
the way, the RPG Group's Chennai licence for about Rs 250 crore. Then, just as everyone 
thought he was going strong, in 2006, Siva sold Aircel to Malaysia's Maxis Communications 
for a cool Rs 4,700 crore. Last week, Siva, a jet-setting NRI, protested the move by Maxis 
to offload a part of the Aircel stake to Us telecoms giant AT&T on the grounds that he has- 
n't been paid in full yet and that the sale violates his agreement with the Malaysian firm. 

While that dispute is still unresolved, Siva's strategy as a serial entrepreneur has cer- 

ransfer tainly borne him fruit. In 2004, he exited Dishnet DsL, a broadband venture that he grew 

by selling it to VSNL for Rs 270 crore; then, in the same year, he paid Rs 65 crore for the 

oney Barista coffee shop chain from the Tatas and Turner Morrison before selling it in 

2007 for around Rs 500 crore to Italy’s Lavazza. If anyone has made serial entrepre- 
neurship a fine art form, it is Siva. 


om your mobile 


N. MADHAVAN 
MS 'Airtel' to 543219 


oll fres) 





Our Eastern Europe 
begins where other 
airlines think it ends. 


No one flies deeper into Central and Eastern Europe than we do. 
No. 1 with 47 destinations in central and eastern Furope. 


Celebrating 50 years of Austrian Airlines and 10 years of flights to India. 
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Presenting Solar Photovoltaic Street Lighting Systems 
Sharp began research on solar cells in 1959, almost 48 years ago and today it is leading the way into the era of Cle 
Energy with Solar Power. Sharp has been the world leader in solar cell production for seven years in a row, since 20( 


Please visit us at Renewable Energy India 2008 Expo at Hall 7B, 
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Brakes that don't need a break. 


While some car companies offer windshield wipers that activate when sensing rain, BMW went one step furt! 


and just a close call. Self-drying brakes, another pioneering idea from BMW. 
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For more information visit www.bmw.in. 
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D Merverles-itenz - are registered trademarks of Daimler, Stuttgart. 
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Chennai: Trans Car India Pvt. Ltd.: (044) 24324141. 
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Mahavir Motors: (040) 66668008. 


It is our constant endeavor to be in touch with our esteemed customers. In case you are a Mercedes-Benz customer, we request you to kindly update us with your 
current contact details: name, address, telephone number, mobile number and e-mail id and send it to dccac 1 daimler.com 


Accessories, colours and fitments shown may not be part of standard specification. Mercedes-Benz cars: series W211 meet Bharat Stage Ill emission norms 


"Only available in E230, E280 and E280 CDI engines. * "Only available on driver's seat 
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From The Editor 


MAGINE 14 YEARS INTO THE FUTURE. THE YEAR IS 2022. 
[ dependen: India turns 75. At least 30 Indian com- 

panies are on the Fortune 100 list; India accounts for 
10 per cent of global trade; it has a base of 200 million col- 
lege graduates; and is a chief source of all global innova- 
tions. Possible? Management guru C. K. Prahalad thinks 
so. In an exclusive article written specially for Business 
Today, Prahalad, who, besides being the Paul and Ruth 
McCracken Distinguished University Professor at the 
University of Michigan's Ross School of Business, is one 
of the world's best-known and most respected management 
thinkers, lists six such possibilities and goes on to show how 
India could, indeed, achieve them. 

Well known for several internationally best-selling 
books on corporate strategy and management thinking, 
Prahalad's works include Tbe Core Competence of tbe 
Corporation (1990), Competing for tbe Future (co-author: 
Gary Hamel; 1994), The Fortune at the Bottom of the 
Pyramid: Eradicating Poverty through Profits (2004), and 
the most recent The New Age of Innovation (2008). His 
evocative article for Business Today on how India can ac- 
tually achieve these stretch goals starts on page 76. 

Last year, Mohnish Pabrai, an Indian-American in- 
vestor, businessman and philanthropist, 
and his associate, Guy Spier, forked out 
$650,100 (that eventually went to a 
charitable organisation called the Glide 
Foundation) for the privilege of having 
lunch with legendary investor and the 
world's richest individual, Warren 
Buffett. In another exclusive to Business 
Today, Pabrai writes about the three- 
hour lunch that he, Spier and their 
families had with the world's best-known investor (My 
Lunch with Warren Buffet, page 188). Don't miss it. 

While soaring oil prices have wreaked havoc in the 
global economy, fuelling inflation all around, it has 
spurred another outcome: several Indian businessmen 
are sniffing opportunities in exploring and producing oil. 
Associate Editor Anand Adhikari examines how half a 
dozen new companies are exploring the prospects of get- 





É 


ting into the oil and gas businesses. Some of them are al- 
ready in related business, but others are not. Will their 
initiatives bear fruit or is it just opportunism triggered 
by the current sky-high prices of black gold? The Great 
Indian Oil Rush begins on page 110. 

With interest rates shooting up, millions of middle- 
class Indians with outstanding home-loans are in a bind. 
Their monthly payments to lending banks have sud- 
denly shot up—hardly surprising as home loan rates 
have gone up from around 7 per cent to 12 or more. In 
BT Money, our personal finance section, Assistant Editor 
K.R. Balasubramanyam shows you how you can survive 
the interest rate hike if you are lagging behind in your 
installments (The Mortgage Crush, Page 156). 
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C.K. Prahalad’s Plan: India@75 

In this issue, management guru C.K. Prahalad 
shares his belief in India’s potential to become a 
dominant player in the emerging world order. He 
believes that over the next 15 years it’s very 
much possible for India to be home to 30 
Fortune 100 companies, have the world's largest 
pool of technically-trained manpower and boast 
of a string of Nobel Prize winners in literature, 
science and economics. In an exclusive to BT, 
Prahalad unveils his grand vision. 
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76 Prahalad's Plan 


An India that’s home to 30 of the Fortune 
100 companies, the world’s largest pool 
of technically-trained manpower, and 
Nobel Prize winners tn arts, science and 
literature? That's management guru C.K. 
Prahalad’s dream for India(a 75, and he’s 


got a plan how to get there. 
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Time to Bury the Hatchet 

THE ONGOING DISPUTE BETWEEN THE 
Ambani bothers (BT Cover story, 
August 10) is doing nobody any good 
and so the whole thing, including 
the question "Who Wins Now?", is 
pointless. It's neither good for 
Mukesh and Anil nor for industry | 
and the country. Like the Bourbons, 
the two brothers are refusing to 
learn and are waging a battle that's 
already beginning to look like a 
farce. With politicians taking up 
cudgels on behalf of the brothers, 


things can only get worse. 





Fabulous Fabindia 


CONGRATULATIONS TO YOU FOR 
the splendid coverage on handi- 
craft retailer Fabindia and its in- 
novative business model (Inclusive 
Capitalism, BT, August 10). 
Fabindia's unique business model is 
helping transform the lives of thou- 
sands of struggling weavers who 
would have otherwise remained 
outside the loop of gainful em- 
ployment, economic productivity 
and social well-being. Many of the 
company's initiatives are truly note- 
worthy. Its efforts to increase SRCs 
in all the states, identify, upgrade 
and institutionalise the skills of 
weavers, tap low-cost financial re- 
sources to broaden micro-financing, 
re-skill the artisans with modern 
techniques and tools and establish 
nationwide retail stores must be 
applauded as well as emulated by 
others. Fabindia has shown that 
without sacrificing growth, it's pos- 
sible to integrate a large number 
of small producers into the eco- 
nomic mainstream. 

B. RAJASEKARAN, through e-mail 


Card Talk 

YOUR STORY HONEY, 1 SHRUNK THE 
Card” (gr Money, August 10) actu- 
ally provided a lot of useful infor- 
mation about debit cards. | am sure 
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A. JACOB SAHAYAM, through e-mail 


a lot of people like me are igno- 
rant about the debit or credit cards 
they are using. In your article, you 
have mentioned that for ATMs the 
withdrawal limit is Rs 15, 000 to 
Rs 1 lakh a day. But some banks are 
allowing withdrawals of up to Rs 
1.5 lakh a day (like Deutsche Bank). 
Also, in the case of Deutsche Bank, 
debit cards are protected against 
fraud by their zero liability insurance 
offer for 30 days following any 
fraud detection. This means that if 
the card is lost and you detect any 
withdrawal using your card even 
after 10 or 15 days of the fraud 
being committed, the bank will re- 
imburse such withdrawals up to 
Rs 2.5 lakh, once you submit the 
copy of the FIR to the bank. One 
hopes other credit card issuers will 
also extend this facility. 


MUNMUN LODHA, through e-mail 


Challenging Times 

YOUR FEATURE ON CITIBANK (BT, 
August 10) offered some useful in- 
sights into the banking industry. 
Indeed, a good bank is one that 
is able to stay ahead of times, is 
able to perceive the future chal- 
lenges and put in place appropriate 
mechanisms to convert those chal- 
lenges into opportunities. In the 
wake of the global financial crisis, 


the world economy is heading for 
uncertain times. Obviously, banks 
will find the going tough and 
Citibank is no exception. But in a 
rapidly growing economy such as 
India, there are huge opportunities 
for banks to create value. Also, the 
impact of the global financial tur- 
moil has been somewhat muted in 
the sub-continent and may not af- 
fect banks here the way some of 
the global biggies have been hit. 
In Sanjay Nayar, the country head 
of Citi's Indian operations since 
2002, the bank that never sleeps 
has an alert watchman. 

SRINIVASAN UMASHANKAR, through e-mail 


Pinching Times 

DON'T TOUCH MY WALLET (BT 
July 27) not only echoed the sen- 
timents of the Indian middle class 
but also put inflation in the right 
perspective. The truth is that 
inflation is hurting all sections of 
society, but more severely the poor 
and middle classes. What's worse, 
it doesn't look like relenting 
anytime soon, given the high 
commodity prices. 

ASHOK JAYARAM, through e-mail 
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bt editorials 


Dreams for India 


OMETHING PROFOUND HAPPENED TO INDIA OVER 
S the past few years. It caught a glimpse of the 
greatness it could achieve. It was in the rise of IT tri- 
umvirate (TCS, Infosys and Wipro) as the world's 
preferred vendors, Tata Steel's acquisition of Corus, 
Bharti Airtel’s radical new model in telecoms, ICICI 
Bank's success in retail banking and, perhaps, even in 
Lakshmi Niwas Mittal's spectacular emergence as 
the world's unquestioned steel czar. Suddenly, a 
lumbering India gathered pace, the world took it 
seriously and, most importantly, Indians took them- 
selves seriously. 

Therefore, it's a little sad to see the pace at which 
India's new-found confidence is giving way. Since 
January this year, the mood seems to have gone 
from rosy pink to dull grey. Just like India wasn't go- 
ing to overnight rocket into the superpower club 
then, it isn't now going to fall off some precipice and 
die. The potential to become a far more powerful and 
prosperous nation existed back then, and it exists 
now. What it requires, as management guru C.K. 
Prahalad writes so eloquently in our cover story, is not 
analysis but imagination. India has to imagine the fu- 
ture it wants for itself and figure out wavs of getting 
there. In 1961, John F. Kennedy, the 35'^ President 
of the United States of America, imagined a simple 
way to beat the Soviet Union's growing prowess in 
space exploration: he set his scientists the goal of 
sending a man to the moon and bringing him back 
safely. It was something no country in the world 
had done. Yet, Kennedy, all of 44 then, dared to 


Nuclear Opportunity 





India's nuclear ambitions: No longer a dream 
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IIT students: Making India proud, indeed 


dream and put the country's vast resources behind it. 

Prahalad has dared to dream, too. He dreams 
of an India that in its 75'^ year of independence, that 
is 2022, will have the largest pool of technically- 
trained manpower; an India that will be home to 30 
of the Fortune 100 companies; an India that will have 
a 10 per cent share of the world trade; and an India 
that will be a source of not just low-cost innovation, 
but also Nobel Prize winners. It may be tempting to 
dismiss Prahalad's vision as pie in the sky. But the fact 
is, it may not be as unrealistic as it sounds. All that 
India has to do is to a) believe that it can be done and 
b) go after it single-mindedly. Incremental stuff isn’t 
what dreams should be made of. 





HE LAST FEW YEARS HAVE CONCLUSIVELY DEMON- 
‘Lae that the long-term structural story of India 
has changed for the better. And as India muscles its way 
into the developed world over the next decade, the 
more it will need world-class infrastructural support. 
While most infrastructure sectors have started showing 
signs of movement, the one sector that falls woefully 
short of efforts in proportion to the needs is the power 
sector. Investments are only trickling in as shortages, tar- 
iffs and the dependence on imported fuels continue to 
rise. And add to that the politically sensitive, albeit 
urgently needed, distribution reforms, and the recipe for 
endangering India’s growth story itself is complete. 
At such a time, Prime Minister Manmohan Singh’s 
nuclear deal with the us, if it goes through, could pro- 
vide the Indian economy a shove in the right direction. 
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According to recent projections by global consultancy 
major McKinsey & Co., India's power demand will cross 
300 Gw over the next 10 years. Meeting India's galloping 
demand will need a five-to-tenfold increase in capacity 
addition. Bridging the gap in supply will also need ap- 
propriate environment-related responses. As India's 
demand for power grows, so will its greenhouse gas 
emissions. And India can hardly afford to be nonchalant 
about global warming as the Indian subcontinent will be 
one of the regions that will be most vulnerable to climate 
change. Coal, which is the mainstay of our power pro- 
duction, will need to be replaced. Scalability is a major 
issue with other green sources of power, such as wind 
and solar. At best, they are expected to add 20-30 Gw to 
India's energy basket in a decade's time, barring a tech- 
nological breakthrough. 

Critics run down nuclear power as expensive, unless 
backed by subsidies. But, then, as a senior energy expert 


Pension Promise 


T DOES NOT REQUIRE ANY GREAT KNOWLEDGE IN BANK- 
Tis to know who is delivering the higher rate of 
interest to depositors—the Employees’ Provident Fund 
Organisation (EPFO) or commercial/cooperative banks. 
The EPFO is paying just 8.5 per cent to India's 40 mil- 
lion-odd workers from the government and organ- 
ised sectors when inflation is ruling at around 12 per 
cent. And low returns to the proletariat comes just 
when the commercial banks are outdoing each other in 
offering higher returns to depositors. This dismal scene 
may soon end with the private sector now taking over 
management of the provident fund (PF) corpus. Three 
asset management companies—ICIC! Prudential, HSBC 
and Reliance Capital—will manage the Rs 2.5 lakh 
crore PF purse from September. That will end the 
State Bank of India's (SB) monopoly, though it will also 
get a slight handle. In a way, the sBi should be thanked 
for these changes: but for its indifferent management of 
PF funds, this critical reform would not have occurred. 

Yet, the speed with which the Manmohan Singh 
regime cleared the issue should surprise none. It only 
demonstrates his government's eagerness to push 
through meaningful and obvious reforms. Earlier, it 
could do little with the Left tying its hands down. 
Now that the Left has exited, the government seems to 
have got down to serious governance. Soon after 
Manmohan Singh won the vote of confidence on the 
nuclear deal, Finance Minister P. Chidambaram de- 
clared that the government's next priority was to get the 
banking and insurance Bill cleared. 

The recent turn of events has left the BJP, the prin- 
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in India has pointed out rather acerbically, *Unless we 
have real prices of energy to compare with, comparisons 
would be odious." 

Given the long-term implications, nuclear energy 
would seem to be the most pragmatic option for India 
to secure its energy requirements. Much will change for 
India once the nod from the Nuclear Suppliers Group 
and the Us Congress comes through. It is expected 
that, barring some unforeseen circumstances, the deal will 
go through by end-September as both the Indian and the 
US governments put their weight behind pushing India's 
nuclear dreams through. Yet, that will be the beginning 
of a long and arduous journey. For, we will need an en- 
abling regulatory regime, the amendment of the Atomic 
Energy Act, the introduction of the Nuclear Liability 
Law, and transparent guidelines for issues such as waste 
management. And for the private sector, it will also be 
an opportunity to tap world markets in another business. 








For a better tomorrow?: EPFO may offer better retums now 


cipal Opposition party, in poor light. One can under- 
stand the Left's antipathy to anything ‘private’. But what 
has suddenly gone wrong with the BJP, the only party af- 
ter the Congress, which brought about watershed re- 
forms on India's economic landscape? After all, it was 
the BjP-led NDA that opened up the telecom, airline and 
insurance sectors. The subsequent boom in the stock 
markets and economic growth is a result of loads of pri- 
vate money that entered these sectors. It is surprising, 
precisely for this reason, to find the same party losing 
confidence in its own economic policies and cosying up 
with the Left. Or, even worse, the BJP could be opposing 
some of the government's initiatives just for the sake of 
opposing them. 

There are just a few months left before the nation 
gets into the poll mode, during which nothing really 
moves. Thus, the urgency to get all important Bills 
cleared by the Parliament and set India rolling. India's 
progress is critical, not just for the rulers who espouse 
it, but also for the billion Indians. พ 
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Freedom is not a word, it's a feeling. 


It's what you feel when there are no doubts, barriers or 
worries. You can see freedom in a boy flying a kite, a little 
girl playing in the mud or a man feeling the breeze on his 
face. Freedom is what you have when you feel confident, 
knowing that you have done everything possible to 
ensure a secure future for those you love. And real 
freedom is not restricted to a particular day; it lives in 
every single moment of joy that touches your life. 
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Monsoon Worries 


Sub-normal rainfall in large parts of India can 
push inflation to 14 per cent. RISHI JOSHI 
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inflation at 14 per cent? Yes, blame it on the monsoons, or rather, the lack of rain 


economic ministries sleepless nights. The latest figures show it at 

11.98 per cent for the week ended July 19. The Reserve Bank of India 
has already raised the CRR and repo rate again in yet another desperate at- 
tempt to curb inflationary pressures in the economy. But worryingly, RBI 
estimates that the inflation rate will remain a concern due to high global 
crude and food prices. Admits a bureaucrat: “Food prices remain a con- 
cern for the government. They could moderate by the end of the year if the 
monsoons are good.” 

Clearly, the government is banking on good monsoons to come to its 
rescue. An adequate and well-distributed monsoon is crucial for the 
kharif crop in July and August. Says Abheek Barua, Chief Economist, HDFC 
Bank: “The monsoons will be an important factor in controlling inflation 
in both food and non-food primary articles.” Only 40 per cent of India’s 
arable land is irrigated, and the remainder depends on the monsoons. At 
stake: crucial crops such as rice, wheat and oil seeds. 

There was encouraging news to begin with. The Indian Meteorological 
Department (IMD) forecast that the South West Monsoon (June-September) 
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The fortnight's burning question 


FOLLOWING THE RATE 
HIKES, CAN INDIA 
STILL ACHIEVE AT 
LEAST 8 PER CENT 
GDP GROWTH? 


No. Amit Mitra, Secretary 
General, FICCI 

The rate hikes will definitely have an 
impact. High interest rates are al. 
ready cutting into demand in sectors 
such as automobiles, consumer 
durables and real estate. There is a 
downward pressure on the entire 
manufacturing sector and this will 
have a bearing on GDP growth 


No. R. Kavita Rao, Economist, 
NIPFP 

| don't think a growth rate of 8 per 
cent is possible this year. Rising 
interest rates are reducing demand 
for durable goods and housing. 
International demand in the present 
scenario does not provide an al- 
ternative. High international crude 
prices are also increasing costs in 
the economy, and these will impact 
the country's growth prospects. 


No. R. Venkataraman, Executive 
Director, India Infoline 
Growth will drop to less than & 
per cent this year. All the leading in- 
dicators are showing varying de- 
grees of deceleration and the ef- 
ห ต อ higher interest rates 
are yet to be fully felt. However, an 
8 per cent growth rate will still 
make India one of the fastest grow- 
ing countries in the world. 
COMPILED BY MANU KAUSHIK 
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this year would be normal in most parts of the country. It touched 
Andaman & Nicobar and Kerala by the end of May, slightly ahead 
of schedule. But since then, it appears to have gradually lost mo- 
mentum. Says Ajay Parmar, Head (Research), Emkay Global 
Financial Services: “The South-West Monsoon has got weaker.” IMD 
now says the cumulative seasonal rainfall for the country during this 
monsoon has been 2 per cent below the long period average. 
There's more bad news. The number of districts receiving deficient 
or scanty rainfall has gone up from nine to 15 over the last month. 
In the rain-dependent areas, the weighted average rainfall has now 
fallen below normal by about 5 per cent compared to the corre- 
sponding figure of 39.3 per cent above normal a month ago. 

How will this impact the economy? That will depend on the ge- 
ographical spread of the rain- 
fall, coupled with the cropping 
pattern in the states. Rainfall in 
states like ur, Punjab and 
Haryana continues to be 
strong. These states are well 
irrigated and, hence, the ex- 
cess rainfall should help to 
build up reservoir levels for 
the future. This augurs well 
for the wheat harvest in winter. 

But rainfall continues to 
elude states like Maharashtra, 
Chattisgarh, Andhra Pradesh, 
Karnataka and Tamil Nadu. 
Even Gujarat is now facing 
scanty rainfall. This has wor- 
ried the Union Agriculture 
Ministry even as it asserts that 
the country could have 
bumper harvest of food grains 
this year. Gujarat is the coun- 
try's biggest grower of cotton 
and peanuts, while 
Maharashtra is the second- 
largest producer of soyabean 
and cotton. Andhra Pradesh 
is the second biggest grower of 
rice, peanuts and sunflower. 
Says Parmar: “Key crops such coarse cereals, oilseeds and cotton are 
at risk.” Adds Barua: “There are already reports that the impact of 
inadequate monsoons in these regions on crops is beginning to show. 
There is a clear problem.” 

The weathermen predict that rainfall is likely to increase over rain- 
fall-deficient regions in Andhra Pradesh, Maharashtra and Gujarat 
in the days to come. But if the present trend continues, economists 
fear, agricultural growth in 2008-09 could be sharply lower than the 
robust 4.5 per cent seen last year. And that will make it that much 
harder for the government to control inflation, Says Barua: “If 
the monsoons don’t improve over the next one month, we could be 
looking at an inflation rate of 13.5-14 per cent by October.” 
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“BPOs Are Getting 
Commoditised” 


AVID F. DOUGHERTY, CEO OF 

Convergys, one of the world’s 
largest BPO vendors, took time out 
from meeting employees and busi- 
ness partners to speak to BT's Rahul 
Sachitanand. Excerpts: 


How has Convergys fared in a slowing 
economy? 

I| would characterise our business as sta- 
ble to growing. Companies want to 
maintain or lower costs in a slowing 
economy and will, therefore, look to 
companies like Convergys. The pipeline 
of our business is over $5 billion 
(Rs 21,500 crore), which is the largest 
I have ever seen. We believe that the 
markets we serve—communications, 
technology and financial services— 
will remain lucrative from the out- 
sourcing and BPO standpoint. 


Has the contact centre market become 
commoditised now? 

Yes, the market has become com- 
moditised at the bottom end; we’ve 
invested in technology analytics to 
get smarter about service delivery. 
We've also begun to pilot a service 
that allows people to work for 
Convergys without actually stepping 
into our office. 


What are your plans in India? 

We are moving from a voice-focussed 
business to expanding our presence 
in the back office segment. We see 
the domestic market as our next big 
growth driver. We're also looking at 
M&AS to add scale or capability. 
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Olympics? What's That? 


HE BEIJING OLYMPIC GAMES ARE 
TEM the corner, but adver- 
tisers are largely ignoring the event. 
“What rates? Hardly any advertisers 
are interested,” says a media head 
on condition of anonymity. Indeed, 
the mood at DD is also low and of- 
ficials admit that barely a few brands 
have trickled in and “maybe the 
mood will pick up sometime down 
the line”. 

“Certainly, some MNC brands 





LUKEWARM RESPONSE 


Indian advertisers will spend only Rs 15 are interested and our client 
crore on TV ad spots for the Beijing Games. — Samsung (which is a global sponsor 
m Total ad spend on Olympics willbeless of the games) has taken a position as 

than Rs 15 crore presenting sponsor for the games on 


DD," says Mona Jain, India Head 
(Strategic Investments), India Media 


m Cricket has eaten into Olympic Games pie 
m On-ground activity related to the Games 


will be seen in schools Exchange. But the fact remains that 
m Samsung is the lead title broadcast the games have only a limited ap- 

sponsor on DD in India peal in India and are not expected 
w Mostly MNC brands are participating by —'O Fake in more than Rs 15 crore in 

associating with the game ad revenues, feel media analysts. 
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Time for Fiscal Worries 


HE GOVERNMENT IS FEELING THE PINCH OF THE SLOWDOWN IN INDUSTRIAL 
Tauki is now the turn of indirect indirect tax collections to be im- 
pacted. The government's indirect tax receipts grew 11.5 per cent during 
the April-June period to Rs 54,341 crore, lower than the target of 14 per 
cent. This is largely due to a slowdown in excise collections, which rose mar- 
ginally by 2.8 per cent, even though customs duty collections growth re- 
mained buoyant at 21 per cent, indicating increased imports. Meeting the 
targeted excise growth of 8.8 per cent for the fiscal will be a “formidable” 
task now, Finance Minister P. Chidambaram has admitted. Sluggish in- 
dustrial growth—the up for May 2008-09 was at 3.8 per cent, down from 
10.6 per cent in the corresponding month last year—and high infla- 
tion—it was at 11.98 per cent for 
the week ended July 19—and the 
recent duty cuts are largely respon- 
sible for the below par perform- 
ance. Says Ashima Goyal, Professor, 
Indira Gandhi Institute for 
Development Research: *The duty 
cuts mean that the government 
might miss its excise duty, and, con- 


m Indirect tax collections in first quarter 
lower than Budget estimates 

m Excise receipts remain sluggish 

m Industrial slowdown and duty cuts hit 


| e 0 ale excise mop-up 
sequently, indirect tax collection og Pressure expected on government 
target this year. finances as a result 
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manufacturing companies in the 
June and expectations for July- 
over the corresponding previou 


SLOWDOWN BLUES 





m RBI survey shows that companies are 
pessimistic on future business outlook 

" Rising input costs emerge as a 
mainconcem — — 

= Companies looking at cutting 
inventories and increasing prices to 
deal with the situation 


quarters. nans are more 
pessimistic on the overall business 
outlook, financial situation, pro- 
duction, order books, cost of raw 
materials, capacity utilisation and 
profit margins than they were in 
the previous quarter. 

Says M. UMS Rao, 
Director, National Institute of 
Public Finance & Policy: “The 
cynicism is based on a realistic 
assessment of the macroeco- 
nomic outlook. We are definitely 
in a downturn now.” 

RISHI JOSH! 
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Doha Round: Dialogue of the Deaf 


AGRICULTURE, AGRICULTURE, AGRICULTURE ALL THE WAY 
November 2001: WTO members meet in Qatar to launch the Doha Round of multilateral 





HERE IS NO DEAL BUT I STILL LOVE 
jem us Trade Representative 
Susan Schwab is believed to have 
told Indian Commerce & Industry 
Minister Kamal Nath following the 
breakdown of the nine-day negoti- 
ations at the World Trade 
Organisation in Geneva last fort- 
night. Nath’s repartee: “But you 
don’t love me enough.” 

Intractable positions underlying 
this banter put paid to the efforts of 
153 countries to increase world 
trade by cutting agricultural subsi- 
dies and tariffs on industrial goods. 
Both sides later expressed deep dis- 
appointment in media briefings. 
“I’m disappointed because we came 
so close to running the last mile,” 
said Nath in Delhi. 

Dubbed the Development 
Round, the current round of ne- 
gotiations began in 2001 in Doha, 
Qatar. The intent of the Doha 
Development Agenda was to make 
trade rules fairer for developing 
countries by stitching together a 
multilateral agreement between the 
153 member states. The agreement 
was to include cuts in domestic 
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talks. Aim to close the round by January 1, 2005 


September 2003: The US-EU agricultural proposal at a ministerial meeting in Cancun, 
Mexico, is criticised by developing countries who form the G20 block led by India and Brazil. 


The conference ends in rancour 


December 2005: At the fifth ministerial meeting in Hong Kong, nations agree to end farm 
export subsidies by 2013, but again fail to reach a formula for cutting domestic farm 


subsidies and tariffs 


July 2006: Negotiations suspended after the G6, comprising the United States, European 
Union, Brazil, India, Japan and Australia, fails to break the impasse on agriculture 
June 2007: US, EU, Brazil and Indian ministers meet in Potsdam, Germany, to work out a 


solution. India and Brazil believe the US and the EU were demanding too much new 
manufacturing market access in exchange for cutting farm subsidies and tariffs. 


July 2008: Select ministers meet in Geneva to work out a deal in agriculture and industrial 
goods, with the aim of completing the rest of the negotiations later in the year. The talks 


fail yet again 


farm subsidies by the developed na- 
tions in return for reduction in tar- 
iffs on industrial goods and the 
opening up of the services sector 
by the developing countries. 

The bone of contention between 
India and the Us turned out to be an 
emergency measure known as 
Special Safeguard Mechanism 
(SSM)—that will come into play in 
the eventuality of a surge in farm 
imports. The two sides could not 
agree on the numbers. While the us 
demanded that developing coun- 
tries should have the right to SSM in 
case of a 40 per cent increase in 
imports, India felt such a surge 
would wipe out the livelihoods of 
millions of farmers before it could 
be corrected. “We can’t have a pro- 
vision that frustrates the remedy it- 
self,” Nath said later. 

The facts were again on the side 
of the developing countries. It was 
found that the us alone had used the 
SSM tool 28 times in three years 
against textile imports. Yet, the US 
did not budge. 

Since about 65 per cent of 
Indians depend on agriculture, the 


country cannot afford to give in to 
the us. Against this backdrop, agree- 
ments on industrial goods and serv- 
ices, too, were not reached. 

That seems like a clear signal to- 
wards agri-reforms. “It is an irony 
that India’s interest is at stake due to 
its own failure to shift people to 
off-the-farm activities,” says Subir 
Gokarn, Chief Economist, Standard 
& Poor’s Asia Pacific. Yet, as Nagesh 
Kumar, Director General, Research 
& Information System for 
Developing Countries (RIS), points 
out, no amount of reforms can really 
work when there are severe trade 
distorting subsides at work. Nath 
took a dig at the developed world, 
wondering aloud how European 
hens can lay cheaper eggs. 

Will Doha be revived? Nath 
believes that the present hiatus is 
merely a “pause” and not a break- 
down. However, S&P’s Gokarn 
points out that for the talks to res- 
ume, a significant change in the in- 
terests of the key negotiating parties 
has to occur. That seems unlikely in 
the short term. 

SHALINI S. DAGAR 








The Oberoi Rajvilas, Jaipur 


Rated 2nd best hotel in the world by Travel + Leisure in the 2008 Readers’ Poll 





WELCOME TO THE WORLDS BEST HOTELS 


Oberoi Hotels & Resorts have consistently been recognised for distinctive hotels and personalised gue 
experiences. Three of our hotels have been rated amongst the best six hotels in the world by Travel + Leisu 


in the 2008 Readers’ Poll. 


The Oberoi Rajvilas, Jaipur The Oberoi Udaivilas, Udaipur The Oberoi Amarvilas, Agra 


M 


Rated 2nd best hotel in the world. Rated 4th best hotel in the world. Rated 6th best hotel in the wor 
Rated number 1 in Asia. Rated number 2 in Asia. Rated number 3 in Asia 


We look forward to welcoming you at the world's best hotels. 
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Standard Definition Non Full High Definition Full High Definition 
720 H x 480 V = less than 1 million pixels 1366 H x 768 V = 1 million pixels 1920 H x 1080 V = 2 million pixels 
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Registered Office: Sony India Pvt. Ltd., A-31, MCIE, Mathura Road, New Delhi110044, Tel: (011)66006 
sonyindia.care@ap.sony.com Regional Nos: Delhi: 26991205, Mumbai: 28231558, Bangalore: 25211 
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Mumbai Expensive? You Must be Joking 


Miaa DELHI, CHENNAI 
and Bangalore are all 
costlier for expatriates com- 


pared to last year, says the latest 
Cost of Living Survey by global 


WORLD'S MOST EXPENSIVE CITIES 


Moscow is the world's costliest city, Tokyo Asia's. 


New Delhi climbing to #55 
from #68 a year ago, as 
India posted a real GDP 
growth rate of 9.2 per cent in 
2007. Chennai and Bangalore 
are ranked #117 and #118, 


human resource consultancy ah Marh March March 
firm Mercer. The survey covers — 1200872007 2008 2007 respectively, up from #133 
143 cities across six continents | ' แอ Russia 1424 1344 and #134. 
and measures the comparative 2^ ' Tolo Japan 27 121 Whilst the five top-scoring 
cost of 202 items in each loca- ก ชั พ UK 125 1263 cities in Asia—Tokyo (ranked 
tion, including housing, trans- 4 10 Osh Noway 1183 1058 72) Seoul (ranked #5), Hong 
port, food, clothing, household 6 ว 3 Soul South Korea 1177 174 Kong (ranked #6), Osaka 
goods and entertainment. 6 5 HongKong China 76 194. (ranked #11) and Singapore 
Mumbai remains India’s 7 6 Copenhagen Denmark 1172 1102 (ranked #13)—remain rela- 
most expensive city and moves BL Duos Swizedand 1158 098 tively stable in the ranking, 
up four places to a still mid- FO: yeh Swizedand 1127 1076. there have been significant 
dling rank of #48 (score 90.3; 10 11 Milan Itay 1113 1044 Changes further down the list. 
base: New York- 100), while 22 15  NewYokCiy US 100 Meanwhile, Moscow re- 
New Delhi climbs 13 places to 48 52 Mumbai india 903 849 mains the world’s most ex- 
55 (score 87.5) due to the 55 68 NewDelhi Inda 875 83 pensive city for expatriates for 
strengthening of the India ru- 17 133 Chennai India 693 637 the third consecutive year, with 
pee against the us dollar, says 118 134 Bangalore India 692 636 a score of 142.4, according to 


the survey. Although India has 
experienced relatively high in- 
flation, this has increased at a simi- 
lar pace to New York and has, 
therefore, had a reduced impact on 
its cities’ rise in the rankings. 

says Rupam Mishra, Practice 
Leader (Global Mobility), Mercer 
Consulting India: *Delhi, Bangalore 
and Chennai have moved up the 


New York is the base city at 100 points 


ladder from a cost of living perspec- 
tive, compared to the last survey con- 
ducted six months ago." He attributes 
this largely to the strong rupee and 
growing demand for expatriate-style 
(read: luxury) accommodation. 
All the Indian cities rose in 
the cost of living ranking, with 


the survey. Tokyo is in second 
position, climbing two places 
since last year, whereas London 
drops one place to #3. Oslo climbs 
six places to #4 and is followed by 
Seoul in #5. Asunción in Paraguay is 
the least expensive city in the rank- 
ing for the sixth year running, with 
an index score of 52.5. 
SAUMYA BHATTACHARYA 





RELATIVELY 

SPEAKING HK Mumbai Seoul Beijing Taipei Bangkok Manila Jakarta no GAI 
Minh City 

Rent of a luxury 2 bedroom 3,539 6411 4533 3,388 9,128 NA. 1977. | 1756 2169 2093 2300 ^ 1,800 

unfurnished apartment (p.m.) 

Bus/ subway ride 1.27 0.72 N.A. 1.06 2.80 N.A. 0.63 NA. NA. NA. NA NA. 

Music CD 14.09 1398 1385 1504 16.32 20.92 15.42 13.57 17.11 11.09 11.97 16.29 

1 issue of international 2.76 2.82 271 2.12 1.40 432 3 3.03 2.48 19] 1.96 3.05 

daily newspaper 

1 cup of coffee, including service — 46 5.13 3.27 9.82 5.04 6.28 5.99 431 3.87 246 34 345 

Fast food/ hamburger meal 45 3.18 315 487 5.97 2.93 4.89 3.66 32 2.76 461 2.98 

1 Itr gasoline, unleaded 95 octane — 1.45 1.94 1 56 1.84 1.46 074 0.97 1.07 0.6 1.09 0.9 091 

Milk, pasteurised whole milk, 1.56 3.46 0.86 2.62 2.03 2.16 2.37 1.36 1.67 1.59 18 1,55 

above 2.5% fat (1 Itr/ 33.8 oz) 

Spaghetti, pasta (1,000 g/35.30z) — 5.9 474 393 7184 744 411 6.62 3.58 3.28 3.08 6.38 3.51 

Rice, long white grain Carolina type 1.93 1.92 217 346 5.13 1.99 3.27 24 1.08 1.64 3.1 37 


S'pore: Singapore; HK: Hong Kong: KL: Kuala Lumpur 
Cost of living comparisons in $ 


28 BUSINESS TODAY AUGUST 24 2008 


จ 








Be it an exchange with the latest model of TV, an upgrade to a car 
or a much longed-for washing machine, Keralites look forward to Onam 
to fulfil their wishes. For Onam is when Keralites - wallets laden with 
annual bonus - merrily indulge their passion for shopping. 


This year, Onam falls on 12 September. And the shopping 
spree starts by the first week of August. 


\\/ 





Malayala © Manorama 


Nobody delivers Kerala bette: 
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Loan Defaults to Rise 


HE ASSET QUALITY OF RETAIL LOANS IN INDIA HAS WEAKENED IN 
j Bees months, a CRISIL report says. The contributing factors: 
the rising proportion of unsecured loans, increasing exposure to 
high-risk customers, hardening interest rates, and a dip in credit 
standards during 2004-07. 

The segments most affected are personal loans and credit card re- 
ceivables, two-wheeler, commercial vehicle and used car loans. The 
CRISIL report notes that delinquencies have increased across the retail port- 
folios of banks, non-banking financial companies and housing finance com- 


panies, and predicts that these 
Subprime Redux? 


will rise further in 2008-09, The 
A time bomb could be ticking away in 


rating agency expects gross NPAs 
in retail | to i harpl 

the loan portfolios of many lenders. เฉ ล ค ด แต ่ ด แก ง ตั อ ด ต ล เต ห ต ่ จ ร ย ก 

g Blakh 40 


to around 4 per cent by March 
2009, from 2.7 per cent as on 
March 31, 2007. 





2 
p u^ Tarun Bhatia, Head (Financial 
i 4 lakh 20 i: Sector Ratings), CRISIL, notes that 
=% the banking system as a whole 
2 2 lakh 10 t = can absorb this, but lenders with 
เล * | large exposures to unsecured 





loans and high-risk customers 
will suffer significant losses. 
K.R. BALASUBRAMANYAM 


2003 2004 2005 2006 2007 


พ Amount Outstanding lll Growth Rate 
As on/for the year ended March 31 





Geeks Get Reality *Cheque' 


FTER THE HEADY DAYS OF 40 PER CENT-PLUS INCREMENTS AND JUMPING JOBS 
every six months, the buoyant IT industry is currently in the midst of 
a harsh reality check. “People will need to get used to 7-12 per cent salary 
hikes," says Pratik Kumar, HR Head at Wipro, adding that the company 
(and, indeed, its peers) will decrease the size of its bench to try and keep 
a check on costs. Companies are also cutting expenditure on a variety of 
add-ons, including entertainment and travel, and are increasing the vari- 
able pay component to 30 per cent or more of salaries, from less than 
10 per cent. Simultaneously, they are taking up to six months to finalise re- 
cruitment plans. Companies such as TCs, for example, conduct regular per- 
formance assessments to weed 
out the bottom 10 per cent of 
their staff, says a senior com- 
pany executive. Finally, HR con- 
sultants believe that while shut- 
ting entire centres is only a mat- 
ter of time, captive units (espe- 
cially in financial services) may 
blink first. Lehman Brothers has 
already sacked 300-400 people 
from its captive centres, and oth- 
ers could follow suit. 
RAHUL SACHITANAND 


TROUBLE BREWING 


The heady days are now history 
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Be it an upgrade to a car, an exchange with the latest model of TV 
or a much longed-for washing machine, Keralites look forward to Onam 
to fulfil their wishes. For Onam is when Keralites - wallets laden with 
annual bonus - merrily indulge their passion for shopping. 


This year, Onam falls on 12 September. And the shopping 
^ spree starts by the first week of August. 
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At Last, Some Good News on Crude Prices 


RUDE OIL PRICES ARE NOW 
finally showing signs of soft- 
ening. Analysts attribute this to a 
strengthening US dollar and signs 
of a weaker demand for crude. 
Prices are now about $25 (Rs 1,075) 
off their peak earlier in July, when 
they reached a record $147 (Rs 
6,321) per barrel (see What Goes 
Up...). The dollar, on the other 
hand, hit a one-month high of 
107.99 against the Japanese yen. 
In previous months, oil prices have 
surged to record levels partly be- 
cause speculators were trying to 
hedge against a weakening dollar. 
There are also signs that a slow- 
ing global economy is hitting the 
demand for oil. According to esti- 
mates, US oil demand in May was 
actually 660,000 barrels per day 
less than expected. This comes on 
the back of news that the us 
Commerce Department has calcu- 
lated the country's GDP growth for 
the second quarter at only 1.9 per 
cent, 50 basis points less than what 
economists had expected. 
Analysts now don't rule out the 
possibility of crude prices dropping 





BP's Ruhl: Demand for oil will drop 
considerably 


What Goes Up... 


The ‘aw of gravity is catching up with 
runaway oil prices at last. 







Figures in $ per barrel 


Feb 5, '08 


July 31, '08 


to S100 (Rs 4,300) over the next 
couple of months. Says Christof 
Ruhl, Chief Economist, British 
Petroleum: *Demand for oil in both 
OCED and non-OECD countries will 
drop considerably in 2008 on the 
back of a general slowdown. 


L4NOW 


VINHVHS 


Increased OPEC production, cou- 
pled with a decline in demand is 
set to ease the tight demand-supply 
equation in the global oil market." 

In India, falling crude prices 
should come as a relief for oil 
marketing companies (OMCs) such 
as IOC, HPCL and BPCL, who are 
running out of cash to import 
crude. Recently, 106 Chairman 
Sarthak Behuria made the shocking 
disclosure that his company will 
run out of money to buy crude 
by September if the government 
doesn't come to its rescue by of- 
fering fresh lines of credit, doling 
out more subsidies or raising pe- 
troleum product prices. 

*Global crude prices have al- 
most doubled over the last year. 
The price increases announced by 
the government were moderate by 
comparison. This has, naturally, 
impacted the oil marketing com- 
panies," says D.K. Joshi, Principal 
Economist, CRISIL, adding: "But 
crude oil prices are expected to cor- 
rect further unless there is a change 
in the geopolitical scenario." 

MANU KAUSHIK 








Perception of Beauty Self Perception Curiosities 

๑ 11% of Indians attributed ๑ South Africans (32%) and e Indians (57%) and South 

beauty to “getting compli- ^ Indians (24%) are mostlikelyto Africans (59%) are most 

ments from others" think they are beautiful and do not likely to try a personal shop- 

๑ ]7% Americans believe need to change a thing ping service to improve their 

“they are not beautiful and œ Koreans (21%) are mostlikely clothes or style 

want to change”, the highest to feel they look ordinary and want ๑ More than 60% of 

among all respondents to change, but curiously, they were Brazilians would have 

๑ 35% attributed beauty to also most likely to think they look plastic or cosmetic surgery 

what's inside and 32% ordinary but do not need to if their wallets permitted 

attribute it to confidence change (16%) e |t's good to be beautiful in 

e South Africans (43%) e Overall, 57% of people do not India where 55% of women 

and Spaniards (35%) want to change the way they look think you can get away with 

equated beauty with (whether they believe they are less work if you look good. 

confidence beautiful or not) TEJASWI SHEKHAWAT 
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BEAUTIFUL WOMEN DECODED 


Global market research firm Synovate polled 7,000 women across India, United States, Brazil, 
Singapore, South Korea, Canada, Bulgaria, Spain and South Africa on their idea of beauty. Excerpts: 
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Tool, Adobe Reader, Norton internet Security 
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TOP OF MIND 





What is HSDPA? HSDPA stands 
for High-Speed Downlink Packet 
Access and it is the latest genera- 
tion of radio technology used by 
mobile operators. 


Is this 3G? Actually, HSDPA offers 
even faster speeds than regular 
3G. To cut a long story short, 
HSDPA is considered by some to 
be a 3.5G system. 


I'm confused; so what can this do? Theoretically, you can transmit data at speeds 
of up to 14.4 megabits per second (mbps), that is 1,024 times faster than the 
14.4 kilobits per second (kbps) speed that people had on dial-up connections 
a decade ago and faster than almost all residential broadband connections. 


And that means? At that speed, you can download an MP3 in a second and ac- 
tually stream a high-definition movie straight to your TV. 


Who's offering it? As mentioned elsewhere in this magazine, 3G norms 
have just been announced. Therefore, HSDPA networks should be in 
India in 2009. 


KUSHAN MITRA 
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ECONOMY 


STATUS: The balance of payment 
showed a surplus of $89.2 billion 
(Rs 3,83,560 crore) for 2007-08. 


Deceptive Comfort 
The surplus is expected to shrink considerably. 
29,236 
“ee 26,738 — 24990 
20,000 
11,200 
10,000 


07-08 07-08 07-08 '07-08 
Apr-june  July-Sept Oct-Dec. Jan-Mar, 


All figures in $ million; Source: EPW Research Foundation 


IMPACT: The surging oil import bill 
and expectations of moderating ex- 
port growth suggest that the current 
account deficit may widen to 2-2.5 
per cent of the GDP this year. It is 
estimated that the country's crude 
oil import bill will cross $100 billion 
(Rs 4,30,000 crore) in 2008-09. 
So, global economic and credit 
woes, and a less attractive domestic 
backdrop for portfolio investment 
will shrink the overall BoP surplus. 


sTATUS: 42.49/dollar on July 31, 
2008. 


Happy Tidings 
The rupee has fallen against = — 43 97 
the dollar since February. 42.41 42.49 


40.59 
=a 39.88 
39.13 


Feb.] Mac3 Apl Mayl June2 July2 July 
Mee Det 
Figures in Rs per dollar Source: BT Research 


IMPACT: The rupee, after rising to a 
high of Rs 39.13 against the dollar in 
early February, has fallen back to 
Rs 42 levels. This is making Indian ex- 
ports of a number of products and 
services like textiles, leather, manu- 
factured goods and IT globally com- 
petitive once again. 

COMPILED BY MANU KAUSHIK 


Maytas Properties is the world's first property development company 
to receive ISO 9001: 2000, ISO 14001: 2004. OHSAS 18001: 1999 PY TAS 


and SA 8000: 2001 certifications simultaneously P R O PE R Ti E 6 
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less electricity 
more energy 


Presenting smart workspaces for IT/ITES at Maytas Hill County SEZ, Hyderabad. 
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world closer. 
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RISING ENERGY CONSUMPTION 
REQUIRES INTELLIGENT METERING 


Since developing India's first digital electricity meter in 
1986, Secure Meters has been delivering world-class 
metering solutions to electricity suppliers, industries 
and homes. 


B The end-to-end communication capabilities in our 

^ intelligent metering solutions have been enabling | 
transparency and accuracy in the entire electricity | 
supply-chain. 


EX. This has saved time and money for both the electricity — Š 

Ec o o suppliers and users at all levels. EE ne VT 
EX 4: m 
í Secure veter เจ Uld ` PZ dine ( 1 i [: rgy AL 216 ering ภา ก ด | 
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SECURE METERS | More Energy For You 
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P-WATCH 


A bird's eye view of what 


not on the government 


- not a 


x อ โจ | 





RENEWED THRUST ON DIVESTMENT 


HE GOVERNMENT IS GEARING UP TO RADICALLY 
Ts its approach to disinvestment. With the Left 
out of the equation, moves are afoot to offload equity 
in some big PSUs. OIL (Oil India) and hydro-power 
generator NHPC are on top of the list. What's more, 
the government is also mulling appointing a full 
fledged Minister of State in the Finance Ministry who 
will be in charge of disinvestment. Says a senior official: *It's being 
considered to kickstart the process, which has been languishing since 
the last four years." Under the UPA government, the Disinvestment 
Ministry was scrapped. In its place, a Department of Disinvestment 
was established under the Finance Ministry. 

RISHI JOSHI 


GO AHEAD FOR REALTY MFs 


EAL ESTATE MUTUAL FUNDS (REMFS) 
have finally been cleared by the 
authorities with a formal nod of approval 
from the Finance Ministry. Earlier, the RBI 
had voiced concerns that REMFs flouted 
foreign direct investment (FDI) norms in 
the realty sector following which the mat- 
ter had been referred to the ministry. The 
FDI policy debars investments in real estate. 
The ministry, though, felt that the RBI's 
concerns were misplaced as REMF investors 
only own fund units and have no say in investment decisions. 


NOD FOR REALTY MFs 





m Finance Ministry overrules 
RBI objections 


m RBI felt REMFs flouted FDI 
norms 


m Ministry, though, points out 
investors are not involved in 
fund investment decisions 





RJ 


SEBI CRACKS THE WHIP 


ARKET REGULATOR SEBI IS OUT TO DEMONSTRATE IT MEANS BUSINESS, 

It is now verifying whether foreign institutional investors (Fils) 
are adhering to the new norms on the issue of participatory notes (PNs). 
As part of the exercise, it has asked Fils to furnish details relating to 
issuance of PNs over the last nine months. 

The latest SEBI move is an attempt to make the markets safer and 
more transparent. The regulator had changed the regulatory norms for 
PNs last year in an attempt to bring in greater discipline in foreign insti- 
tutional investments in local stock markets. According to the new 
guidelines, in the derivatives market, Fils and their sub-accounts cannot 
issue fresh PNs. In the spot market, Fiis will not be allowed to issue PNs 
aggregating to more than 40 per cent of their assets under custody. 

RJ 





now, we hear that the view in 
the economic ministries is that 
the RBI intervention will be re- 
quired again. Says a senior bu- 
reaucrat: “We feel that the cen- 
tral bank may have to raise rates 
again to bring down inflation to 
single digits." The worse, then, 
it seems, is not over yet. 
RJ 
IRREPRESSIBLE LALOO! ง 
RAILWAYS MINISTER LALOO PRASAD 
Yadav (below) is busy with his 
dream venture—the new electnc 
locomotive plant being built in 
his old constituency of Madhe- 
pura. His opponents, notably 
Bihar Chief Minister Nitish 
Kumar, scoffed at the plan but 
it seems Laloo has pulled it off. 
We hear all the global trans- 
portation majors have submitted 
bids for the project, including 
Alstom, Bombardier and 
Siemens. The railways will buy 
1,000 electric locomotives 
worth Rs 25,000 crore from 
tract. Laloo seems to have had 
his way once again. 
KUSHAN MITRA 





NEWS VAKER 


JAGMOHAN DALMIYA 





Jaggu dada: The wily old fox is back 


E MAY NEVER BE CRICKET'S COMEBACK MAN, BUT WITH 

his recent election as President of the Cricket 
Association of Bengal, Jagmohan Dalmiya has proved 
to be cricket administration's comeback man. Ousted 
in 2006, after being charged with financial irregular- 
ities during the 1996 World Cup when he was BCCI 
Secretary Convenor, the 68-year-old is quite a wily old 
fox who may have gone down but was never out. Of 
course, Dalmiya's proclivity to foot-crush his opposi- 
tion was a natural corollary to his success in making 
India the money Mecca of cricket that forced the 
"white" guard to bow to his diktats—even electing him 
President of the International Cricket Council in 1997 
following the successful staging of two World Cups in 
the Indian subcontinent in 1987 and 1996. 

His election also raises the bogey of him becom- 
ing the President of India's richest sports body again. 
The present office-bearers will naturally be uncom- 
fortable sharing the spotlight with a man they so vi- 
ciously attacked not too long back. Dalmiya himself is 
downplaying his comeback, saying he is not gun- 
ning for any slot in the BCCI hierarchy. "My focus is to 
get the Bengal cricket team into the premier league of 
domestic cricket—it has been relagated tc the Plate 
Division for the first time in 75 years—and look into 
the administrative problems plaguing the associa- 
tion,” he says. So, have BCCI's top duo—President 
Sharad Pawar and Secretary Lalit Modi—called him 
up? "Well, they are busy people and l'm sure they will 
call when they have the time," says Dalmiya. And 
while he might deny it, cricket watchers are betting on 
a contest royale between Pawar's political clout and 
Dalmiya's machinations within the BCCI rank and file. 
Will he win back his fiefdom? Well, that's a multi- 
billion dollar question! 

TEJEESH N.S. BEHL 
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DJ trillion (Rs 387 lakh crore): Oil revenues Gulf 
countries will earn by 2020 if the prices remain at 
$100 per barrel 


million: Vehicles Toyota Motor Company sold 
worldwide during the first half of this year. General 
Motors said it sold 4.5 million vehicles in the same 
period. Toyota came a narrow second to GM in the race 
to be the largest auto company in the world in 2007 


D. billion (Rs 8,600 crore): Direct revenues likely 
to be generated by the Beijing Olympics for the host 
city from sponsorships, licensing, advertisements, 
ticket sales and broadcasting rights, according to the 
Beijing Olympic Economy Research Association 


million (Rs 4,300 crore): Price at which 
Unilever sold its Bertolli olive oil business to 
Spain's Grupo SOS. Bertolli is one of the 
best-selling brands of olive oils in the world. 
People are consuming more olive oil because of 
health benefits, such as lower cholesterol 


= 


2.4 O million: Number of telephone connec- 
Bons in India at the end of June 2008, of which 
the total wireless subscriber (GSM, CDMA & WLL) 
base stood at 286.86 million 


billion (Rs 31,390 crore): The projected 
increase in spending on security biometrics 
worldwide by 2013, up from around $3 billion 
(Rs 12,900 crore) in 2008 


' million units: Power deficit faced by 
India between April 2007 and March 2008, led 
largely by states like Bihar, Gujarat, Haryana, 
Jharkhand, Madhya Pradesh, Maharashtra, 
Mizoram, Nagaland, Tripura and Uttar Pradesh 


JÜ billion (Rs 3,87,000 crore): The estimated 
cost of the first phase of the Delhi-Mumbai Industrial 
Corridor project 


billion: Is the notional value 
of the portfolio of risky mortgage debt 
that Merrill Lynch sold recently for ม 
a sum of $6.7 billion to Lone | 
Star Funds "eb 3 


JJ crore: 
Size of the biscuit market 
in the country 
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EXPERIENCE BENGAL THE wAY CONNOISSEURS DO 


The most prominent landmark in the heart of Kolkata, Taj Bengal reflects 
the spirit of Bengal in its hospitality and elegance. It's where traditional 
charm meets world-class luxury. Where the contemporary architecture 










stands apart with its majestic facade and atrium-inspired interiors. 
And where you discover the richest cultures of Eastern India through rare J ป 
sculptures and authentic art, at every step of the way. laj Benga! 


N 


Explore the myriad flavours of Bengal, served up in impeccable style. 
And you will know why Taj Bengal is the connoisseur's favourite way to 
experience Bengal. 
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a perfect body for the 


the earth. 


JAQUAR & COMPANY LIMITED 306, Udyog Vihor, Phase-ll, Gurgoon 12201 5 (INDIA), Ph- 91-124-4746800 (30 Lines) 
ORIENTATION CENTRES: AHMEDABAD: Ph.: 26460247-50. BANGALORE: Ph.: 22862508-13 


Fox: 91.124.2346531/32. E-mail: support?jaquar.com www.joquar.com 


Fax: 22862518. BHOPAL: Ph.: 4221285, 9993097333, 9993097334. BHUBANESWAR: Ph.: 2570137 
9861024409, 9437002468. CHANDIGARH; Ph.: 2665849, 2603430. Fox: 2612755. CHENNAI: Ph.: 2 9441, 28239442. Fox: 28311783. COCHIN: Ph.: 2340889. Telefax: 2340887/88 
GUWAHATI: Ph.: 9864060686, 9435018860. HYDERABAD: Ph.: 66668664, 66668773, 23379494. Fax 379393. INDORE: Ph.: 2540629, 4041941, 2536960, 9893037761, 9993097336 
JAIPUR: Ph.: 5115609, 5110093, 9829056309, 9829056301. JAMSHEDPUR: Ph.: 9234601671, 9431107 098303363 

KOLKATA: Ph.: 22826300-01, 22826551-52. LUCKNOW: 4001434, 9839134622, 9935417333. LUDHIANA: P! 
NEW DELHI: Ph.: 24636807/10, 9811316869, 9810730071, 9873282861, Fax: 24636809. PUNE: Ph.: 66: 
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AREA REPRESENTATIVES: AKOLA 
COIMBATORE: 9843028172 
GURGAON: 9873 
29076309. KANPUR 


9835036635 


9336107414. KOLHAPUR: 9822673525. NAGPUR: 9823072050. NASIK: 9850571601 NOIDA: 98 
UDAIPUR: 9829026309. U.P (WEST) & KUMAON: 9760012025, 9837045190. VARANASI 


ACs ARTIZE 





152288. AMRITSAR: 9815379722. AURANGABAD: 9822393765. BARODA: 9825036745. CALICUT 
9837145508. DHANBAD: 9234682208. DHARAMSHALA: 9816710902. FARIDABAD: 9£ 5B« 
9811416951. GWALIOR: 9993097335. HARYANA: 9812004561. JABALPUR: 9981530745. JALANDHAR 


7/46, 9825036743. RANCHI: 9431107055. ROHTAK: 9812498125. SHIMLA: 9816026193 SOLAPUR 





9935166968. KATHMANDU: 9851043149 | 
Too good to resis 





trends/ graphiti 


๑ 1 Human resources departments consider 
: er NY to uphold personal and 
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Despite dense documents detailing the 
rules of engagement across India Inc., 
no one's really sure about the rules. 
Over 400 corporate executives across 
India were surveyed on a scale of 1-10 
(with 10 being strongly agree) on 
common unethical office behaviour. 
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| | บ | >> Employees in Kolkata and Delhi see nothing wrong with 
> using office Internet for personal work. Employees 
elsewhere aren't so sure. 
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Fibbing about attendance is almost endemic. truth is mostly accepted. 





Boosting Global Energy Effici Cy - 
A programme that targets cost-effective opportunities in energy productivity could halve the growth in energy demand, cut emissions 
of greenhouse gases and generate attractive returns by 2020, says a study by McKinsey & Co. 


The $170-billion opportunity 
Capital aos for capturing global energy productivity opportunity.* 


The residential sector is probably the easiest to reform* 
100%= 34.508TU %520 billion 
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...90 is doing personal work on company time... 
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.. Although, cheating on company expense reports 
gets an unexpectedly neutral response 
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“If blocking means not accepting whatever 
the developed countries say, so be it" 


Kamal Nath, Commerce Minister, on the failure of the WTO talks 
in Geneva, to Associated Press 


“As the economy progresses, people tend to 
move up the ladder and upgrade to more 


premium brands” 
Mahesh Madhavan, President © CEO, Bacardi-Martini India. 0 
The Economic Times 


“The Nano is a magnificent accomplishment 
from an engineering point of view, but they're 
launching a low-cost car in what’s become a 
high-cost environment” 


Tim Armstrong, Director (Asia © Middle East/Africa) at Global Insight 
in BusinessWeek online 


"The expectations have gone up and the bar is 
getting higher. It is challenging and stretching... 
it is like stepping into the big shoes of (N.R. 
Narayana) Murthy and Nandan (Nilekani)" 
S. Gopalakrishnan, CEO, Infosys Technologies, in The Economic Tim 


“I was told that I must have put the B in 


BRICs to make the acronym sound better” 
Jim O'Neill, Chief Economist, Goldman Sachs, in Newsweek 


“Everytime a medicine is given, people have 
considered it to be bitter but, at the end of ir. 


they have turned out to be healthier” 
Y.V. Reddy, Governor, Reserve Bank of India, to Agencies 


“I don't think India’s ride is going to be one 
smooth upward slope, and sometimes, the 
bumps that come along may represent 
wonderful opportunities” 


Ajay Relan, former Managing Director, Citi Venture Capital International 
(India), who is launching bis own $700-million India Fund, m Mim 


“If the dollar continues to strengthen and the 
political situation (regarding Iran) improves, 
then long-term oil prices will be about $78” 
Chakib Khelil, OPEC President, to AFP 


“We have not bought new LPG cylinders for 
almost one year now due to a cash crunch, 
(and so) we do not have equipment to 


give new connections" 
Sarthak Behuria, Chairman, Indian Oil Corporation, in 
The Times of India 
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ACQUIRED: By 
Mahindra & Mahindra, 
an 80 per cent stake 
in Honda's former 
Indian partner Kinetic 
Motor Company for 
Rs 110 crore. This 
will give M&M an entry into the two- 
wheeler market and further intensify 
the competition in the segment where 
the three main players are Hero 
Honda, Bajaj Auto and TVS. 





REVISED: By the Reserve Bank of 
India, the estimates for the growth of 
India's gross domestic product (GDP) 
for 2008-09 from 8-8.5 per cent 
earlier to 8 per cent, signalling official 
admission of the slowdown in the 
economy. 


POSTPONED: By Vishal Retail, the 
Gurgaon-based owner of retail chain 
Vishal Megamart, its Rs 200-crore ini- 
tial public offering (IPO) due to weak 
market sentiments. Until the situation 
improves, the value retail company 
will take the franchisee route to make 
its expansion less capital-intensive. 


PLANNED: By the Indian arm of 
Toyota Motor Corporation, the rollout, 
by 2010, of an innovative small car 


JUST WONDERING ... 
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designed specially for the Indian 
market. The Japanese auto giant is 
building its second plant at Bidadi, 
about 40 km from India's IT hub 
Bangalore, at an investment of Rs 
1,400 crore to manufacture a range 
of passenger cars and multi-utility 
vehicles. 


SHELVED: By the Tata Group, its 
$3-billion (Rs 12,900 crore) plan to 
invest in Bangladesh's power, steel 
and fertiliser sectors, after failing to se- 
cure infrastructure support from the 
government. In 2005, the group had 
entered into a 15-year gas and coal 
supply agreement with the 
Bangladesh government for setting 
up a 2.4 million-tonne steel plant, a 
one million-tonne urea plant and a 
1,000-MW thermal power plant in 
that country. 


APPOINTED: Jaspal 
Singh Bindra as the 
Chairman of Standard 
Chartered Bank 
| (China). Bindra will 
oversee the bank's 
compliance with 
statutory and regulatory obligations. 
He is currently the Asia CEO of 
Standard Chartered Bank. 











POWER, TOO, NOW 





HE BIGGEST RISKS IN POWER 
T eno are the avail- 
ability of fuel, its pricing 
and transportation. Not surpris- 
ingly, power producers in the 
country are pursuing options in 
green power. The Hyderabad- 
based Lanco Group, for instance, 
intends to invest Rs 1,000 crore 
over the next 12 months in wind 
energy, and has tied up with a 
German company for making 
wind energy turbines. That apart, 
it will identify wind sites, study 
wind patterns, get regulatory ap- 
provals and construct wind farms 
in the US and Europe. "This may 
not be the right time to enter 
wind power generation in India. 
But the global market for wind 
energy equipment is growing 17- 
25 per cent per annum," says 
Prasad Kandimalla, CEO (Wind 
Business), Lanco, explaining why 
Lanco is foraying abroad. 
Others, too, are seriously pur- 
suing green power. "The GVK 
Group is looking closely at solar 
and wind energy and we are in 
discussions with several people on 
how to take this forward," says 
GVK Power & Infrastructure CFO 
Issac A. George. The GMR Group 
is also looking at green power, 
though it declined to share its 
plans for the sector. 
E. KUMAR SHARMA 
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Airtel presents 
M-Commerce 


Airtel now gets you an entire range of M-Commerce solutions such as Postpaid 
Bill Payment and Prepaid Recharge on your mobile phone in a partnership with 
mChek. You can pay your own postpaid bills, pay bills for other Airtel customers 
and recharge any Airtel prepaid number anytime, anywhere. 


SMS ‘Airtel’ to 54321 9 (toll free) 


How to recharge prepaid 


1. Select ‘Pay Airtel’ from the main 
menu and select ‘Prepaid’. 


Main Menu 








"BETA 
» Send Honey 


» My Accounts 
» About 


ai mCnék VISA 


INTIONS Close 


2. Then select 'New' and enter the 
mobile number to be recharged. 


3. Enter the recharge amount. 


4. Select the funding account and 
confirm recharge details. 


f. -— 
elect Account 


b 
* Corp 
» SBI BANKAC 






>. Enter your mChekPIN and you have 


successfully recharged your Airtel 
prepaid number. 





How to pay postpaid bill 


1. Select 'Pay Airtel' from the main 
menu and select 'Postpaid'. 


ธะ ๓ ๕ 
Main Menu 









TPay Airtel 

» Send Money 
» My ficcounts 
» About 
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2. Then select 'Current Bill' or 'Any 
Amount' under 'Pay my bill' or 
choose 'Pay for others'. 


Postpa 
» Pay My Bill 


ะ เจ TEE Bill 


» Any Amount 
+ Pay For Others 
» New.. 
air ๓ 0 ๒ 6 ์ น VISA 


IiDntinns Back 





3. Enter the bill amount. 


4. Select the funding account for your 


bill and confirm recharge details. 


5. Enter your mChekPIN and you have 


successfully paid your Airtel 
postpaid bill. 
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Deal Watch 


Every month, we bring you a listing of the biggest deals struck by Indian 
companies in India and abroad. Our partner: global professional! services 
firm Ernst & Young. Here are the deals that were struck in July 2008. 


Deal Particulars: in a consolidating Indian aviation sector, Wilbur L Ross & Co. outbid Kinefishe 
Airlines to acquire less than 15 per cent share in India's second-largest budget carrier, Spicelet, for 
$80 million. Company founder Wilbur Ross and Ranjeet Nabha, MD and CEO of WL Ross India, are 
expected to join the board of directors of Spicelet. 


Impact Analysis: The deal is the second-biggest deal in the Indian aviation space after Aii 
Deccan's acquisition by Kingfisher last year and will bring in money for the cash-strapped 
SpiceJet. The airline will utilise the money to part-finance aircraft acquisitions and sustain its op 
erations for a few more months. Further, SpiceJet will benefit from intellectual inputs fron 
Wilbur Ross, who is known for his turnaround expertise. 











































TARGET INDUSTRY DEAL VAI i 

Aviva Global Services BPO — Acquisition 9772 

HCL Technologies Technology Private Equity 942.9 

Nanocity Haryana Infrastructure = Infrastructure Investment 400 

Amtek Auto Automotive Private Equity — 350 

SpiceJet Aviation Private Equity 342.9 |! 

Amrapali Group SPV Real Estate Private Equity 300 -4 

Business Park Town Planners Real Estate Private Equity 250 

Soma Networks Technology Private Equity 218.6 NA 

Anant Raj Projects Real Estate Private Equity 216 

Diamond Power Infrastructure infrastructure Private Equity — 2143 NA 

Alok Infrastructure SPV f | Infrastructure Private Equity 130 

Enpointe Global Services . Allied Digital Service Technology Acquisition 128.6 30 

JM Financial Mutual Fund Valiant Capital Partners, Blue Ridge Financial Services Private Equity 113.3 | 
Capital and Eton Park = 

Avendus Capital 4 te | iie  FinancialServices Private Equity 100 NA 

Controls & Switchgear Co. GE Commercial ก | cial Finance India Power Equipment Private Equity 100 NA 

KS Realty Constructions Frasers India DRN Real Estate Acquisition 04.5 4 

Themis Laboratories New York Life Investment Manage Pharmaceuticals Private Equity — 90 NA 

TutorVista.com Sequoia Capital and LightSpeed Education Private Equity 77.1 NA 
Venture Partners 

Heuliez Argentum Motors Automotive Acquisition 67.7 R 

Vishwa Infrastructure and Services Axis Private Equity Infrastructure Private Equity 60 


*Includes only M&A, private equity and brand sale transactions 


Ernst & Young is a leading M&A advisor in India. While every care has been taken to compile this data, it is based on media reports, company announcement 
secondary research. Any decision on the basis of the above mentioned information should be taken only after professional advice. Business Today or Ernst & ! 


undertake any responsibility in regard to any such decision 
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bt vital signs 


THE BT 50 INDEX No Stopping India's IT Industry 


Mark eis MOV d nw art India's IT industry, and more specifically its IT services industry, is expected to 
continue to grow at a faster clip relative to others, notwithstanding the prospects of 
a tougher economic climate worldwide, according to global research and analytics 
firm Evalueserve. Over the next 7-8 years, India's IT industry is expected to close 
the gap with its US counterpart: from being one-fifteenth of the US IT industry, 
which has revenues of $452 billion, in 2006-07, it is expected to be one-fifth in 
size by 2016. India is also likely to develop the second-largest IT services labour 
pool after the US, over the same period. 


Annual Revenues and Number of IT Professionals Employed 





BT Auto Revenues (in $ 2003- | 2005- : - - 
billion); Number of 04 | 06 
614.04 IT professionals | 
| (in 000) 
IT Services | 
Exports © — 45H5 73,195 132; 23.1; 367 595 769, 1017; 
peu fear = 825 $535 760 1005 1270 1565 
Domestic 21; 225180 3.9; 7.9; 14.3; 24.0; 375 54.0; 
155 _ 280 365 560 800 1,055 1,355 
coats: “16. 20 25; 70 33. 63:145 10; 151; 210; 278, 
9 — 205 280 355 430 
Domestic — 0535 0850 13 22 32 5l 67 95 
Total IT Industry 8.7, 355 133; 223; 39.5; 642; 98.7; 142.1; 193.1; 
BT Pharma (exchuding Hardware 495 730 1,145 1590 2255 2930 3590 
and BPO sectors and 


309.46 excluding trainees) — 





BT Telecom *These are projected figures Source: NASSCOM and Evalueserve 


Number of IT Professionals Employed and 
Forecast to be Employed in the US 


Occupational Title | Employment, 2006 | Projected Employ- 
| ment, 2016 


E i 
Co $ i 552,000 624,000 
mputer Support Specialists i 
AE Sea WY WCE SRN AE, E TNCS NA Sel" Ahi AE E SW TS Tw 
N xand เ , | TM c nnminu ซ๊ e จ 4 “ม n AG U4 | , 
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BT FMCG 
422.18 


BT Tech 


236.06 





TEENE POPE | 3.199.000 4,010,000 


Source: United States Bureau of Labor Statisbcs 
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On Rough Terrain 


Even as the world waits expectantly for the Nano, farmers who sold their land for the 
project now want it back. Will the world's cheapest car be late coming? SUMAN LAYAK 





OR TATA MOTORS, THE 
battle for the Land Rover 
may have been easier than 
the battle for land un- 
folding at Singur, West 
Bengal. On Sunday, August 3, 
Trinamool Congress leader Mamata 
Banerjee announced that she would 
personally lead a dharna that will en- 
circle the upcoming factory of the 
company for the Nano from August 
24, and create a barricade to prevent 
employees and transporters bringing 
supplies from working with the com- 
pany at the site. Her demand: 
Return 400 acres of land enclosed 
within the walls and distribute it 
among farmers who did not want to 
give up their land in the first place. 
The agitation is enough to shake 
the confidence of the company that 
is trying to get the factory ready 
and the cars rolling out between 
October and December 2008. 
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Even as the world waits expec- 
tantly for the world's cheapest car to 
roll out, protestors were busy rough- 
ing up an engineer, setting off 
bombs close to the factory, breaking 
down walls of the factory and 
threatening transporters. To make 
the Nano a success out of Singur, it's 
evident that the West Bengal gov- 
ernment needs to strike a deal with 
the farmers who lost their land or 
livelihood to the project. 

The state government had taken 
over around a little under 1,000 
acres for the Nano project. While 
owners of around 650 acres ac- 
cepted the compensations, other 
owners, farm labourers and tenants 
are holding out. A Tata Motors 
spokesperson says the West Bengal 
Industrial Development Corporation 
(WBIDC) has leased to Tata Motors 
about 645 acres to set up its own 
plant, including utilities, inter-con- 


necting roads within and approaches 
to vendors in an adjacent vendor 
park. The capacity of the plant is 
250,000 units a year, expandable to 
350,000. The WBIDC has earmarked 
about 290 acres, adjacent to the 
Tata Motors plant, for the vendor 
park. Vendors are directly leasing 
area, as per their requirement within 
the 290-acre area, from the WBIDC 
to set up their respective plants. 
Swraj Paul’s Caparo, among oth- 
ers, has already committed to build 
an ancillary unit here. 

Around the time of writing, 
Nirupam Sen, the state’s Minister 
for Commerce and Industries, had 
made a few conciliatory noises. He 
invited the opposition for talks and 
said compensation for the land los- 
ers may be increased. Sources indi- 
cated that the government is even 
considering a proposal to offer land 
or shops to farmers who have lost 
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their livelihood due to the takeover 
of the land and are still not accept- 
ing the compensation cheques. Land 
owners who also own other plots in 
the area are still being cajoled to 
accept the compensation. 

Rabindranath Bhattacharjee, the 
Trinamool Congress MLA from 
Singur, is also President of the Krishi 
Jomi Raksha Committee 
(Agricultural Land Protection 
Committee). A retired assistant 
headmaster who drifted into politics 
four years after retiring in 1997, 
Bhattacharjee was elected as MLA 
in 2006. “We are ready to talk to 
the government provided that land 
is on the agenda. We do not want 
to talk about a 15 per cent increase 
in compensation. They must pro- 
vide land to the people who lost 
land; whether they return the land 
or buy land somewhere else, we 
are ready to discuss that,” says 
Bhattacharjee, who doesn’t own a 
mobile phone. 

Tata Motors is adamant that 
the land allotted for the project 
cannot be returned. The protestors 
have demanded that while the land 
on which the factory is being built 
may be used by Tata, the remaining 
land earmarked for the vendor park 
should be given back. Says a Tata 
Motors spokesperson: “The location 
of the vendor park, next to the 
plant, is essential for ‘just-in-time’ in- 
ventory management, which in turn 
is one of the key factors why the 
Nano can be so affordably priced.” 

The good news for the Tatas is 
that both the government and the 
protestors are making noises about 
negotiations. A senior Trinamool 
Congress leader, Sougata Roy, told 
BT: ‘If the state government had 
come up with some concrete pro- 
posals about giving land, we could 
have looked at the proposals. Right 
now it’s only kite-flying.” 

Mamata Banerjee has a lot going 
for her right now. Thanks to the ag- 
itations of Singur and Nandigram, 
where she lent her full support, 





Rupert Murdoch wants tne DI tnt to be ia 


AYS AFTER HIS MEETING WITH 

Prime Minister Manmohan 
Singh on his sixth India visit, 
Rupert Murdoch, Chairman & 
Chief Executive of the $32- 
billion News Corporation, made 
it clear that he won't be content z 
being just a 26 per cent partner in È 


the print business in India. 3 


Current norms of foreign direct 3 
investment (FDI) in the media sec- 2 
tor do not allow foreign partners 
to go above that limit, and News 
Corp. which currently has no 
presence in the print media in 
India, would be keen that that 
limit is hiked, to perhaps 49 per 
cent. Speaking at the launch of a 
Dow Jones blue-chip index for 
India (News Corp. acquired Dow 
Jones last year) last fortnight, 
Murdoch made it clear that *we 
would not like to be a 26 per 
cent partner in print here," al- 
though he was quick to add that 
"News Corp. is not eyeing stakes 


sage, Robert Thomson, ^ 

Editor, The Wall Street we 
(which is published by Dow 
Jones), drove home the point 


she managed to break the stran- 
glehold of the cPi(M) over left-lean- 
ing political thinking. She was also 
successful at the Panchayat elec- 
tions. However, with an eye on 
the next assembly elections, Bane- 
rjee may not want to alienate indu- 
strial lobbies by being remembered 
as the politician who drove Tata 
Motors and the Nano out of West 
Bengal. It will also be difficult for 
the Tatas to walk away, given their 
other investments in the state (The 
Tatas have many investments in the 
state: among them are Tata Steel's 








"Murdoch: Firm lobbying 


loud and clear: *We will need to 


see a relaxation in policies here to 


have a full commitment here.” 
News Corp.'s local broad- 
casting operations, Star India, 
continue to hum along, with the 
New York-headquartered media 
monolith set to commit $100 mil- 
lion to launch six new regional 
language channels over the next 
12 months. With regard to the 
movies business, Murdoch did 
say News Corp i is planning to get 
aggressive in this space via group 


company Twentieth Century Fox. 


But he adds that he will be pru- 
dent in making investments in 
India in this space. 

ANUSHA SUBRAMANIAN 


marketing headoffice and head- 
quarters of Tata Tea, Tata Metaliks 
and Tata Ryerson. Hooghly Met 
Coke and Power is a new invest- 
ment. TCS has one of its oldest 
campuses in Kolkata, Tata 
Chemicals has a factory in Haldia 
and Tata’s water company Jusco 
has taken up water supply in 
Haldia). Ravi Kant, Managing Dir- 
ector, Tata Motors, says his comp- 
any will stay with the project as 
long as “our patience lasts.” It seems 
right now the company has to be 
patient for some time more. 
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Eye of the 
Asian Tiger 


Blackstone Asia's CIO is not 
unduly spooked by falling markets. 


F YOU'RE LOSING SLEEP OVER THE 
I current market volatility, you 
should meet Punita Kumar Sinha. 
The Senior Managing Director & 
Chief Investment Officer of 
Blackstone Asia Advisors, LLC, has 
seen it all—the bust-up in Indian 
stocks in the mid-90s, and of course 
the technology-led crash of 2000. 


writing the figure had inched up 
to 11.98 per cent). Moreover, we 
didn’t expect the US situation to get 
worse,” she says. 

That’s why she has been under- 
weight on India in two of her off- 
shore funds—Asia Tigers Fund and 
the Indo-Asia long-biased hedge 
fund. In the Asia Tigers Fund, India 
weightage was down from 8 per 
cent earlier this year to 6 per cent in 
June; in the other, allocation to 
India was brought down below its 
mandated level. The Asia Tigers 
Fund lost 9 per cent in the year 
ended June 30, 2008. The third 
fund, an India-dedicated closed- 





Blackstone's Sinha: Believes it's going to be a traders market 


An indicator that the current situa- 
tion may not be as bad as it was 
eight years ago is that investors in 
her three offshore funds haven't 
given her as many panic calls as 
they did during the tech wreck of 
2000. 

Sinha may not be unduly 
alarmed, but that doesn't mean 
there haven't been any surprises. 
The spike on inflation has been 
one. “We were cautious on valua- 
tions since September because of 
the way Indian stocks moved up. 
But we didn't expect inflation to 
go up so sharply (at the time of 
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end fund, has reduced exposure to 
the financial and auto sector, and in- 
creased weightage to telecom and 
technology. This fund was down 
10 per cent till June 30. 
According to EPFR Global, a 
Boston-based company that tracks 
international fund flows, emerging 
market equity funds saw an out- 
flow of $22 billion since the start of 
the year. So, is Sinha bearish on 
India? “It’s going to be a trader's 
market. The valuation disparity be- 
tween sectors is changing rapidly 
and you have to keep a close watch 
on them," she says. With Indian 


markets clearly being influenced by 
global factors, Sinha is spending 
more time tracking global macro 
factors such as commodities and 
oil prices, and determining how 
India will get affected. “You have to 
see what is happening in the us. 
The latest housing data shows that 
prices declined by 20 per cent. That 
kind of fall was seen during The 
Great Depression (of 1929). So the 
US is facing problems that are more 
significant than the previous cyclical 
downturns. This is going to impact 
the global economy." 

These concerns apart, as India 
overcame the political uncertainty in 
July, her funds have increased India 
allocation over the short term. But 
China and Hong Kong have a 
healthy weightage in the Asia Tigers 
Fund. Sinha's rationale: China is in 
a better position than India to man- 
age its inflation and currency. The 
Chinese economy may be slowing 
down but it's still keeping a target of 
8-9 per cent GDP growth; India's 
economic growth on the other hand 
could slip below 7 per cent. 

RACHNA MONGA 





Spectrum 
Dole-out 


A 3G policy gives telecom play- 
ers something to look forward to. 


N HONG KONG, ONE OF THE MORE 

high successes of 3G network de- 
ployment, streaming television and 
movies are available on phones. This 
has prompted scores of users to quit 
their wired broadband connections, 
thanks to the dazzling speeds of the 
service. So, when Telecom Minister 
A. Raja announced the 3G spec- 
trum guidelines on August 1, the 
Indian telecom industry finally had 
something more to look forward 
to. The telecom companies are bet- 
ting on 3G's far more efficient net- 
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works to handle the growth of voice 
telephony, which is expected to 
reach 750 million Indians by 2011. 
"Quality of voice telephony will be 
improved" with 3G spectrum that 
would allow companies to *provide 
good quality services to a larger 
number of subscribers," the gov- 
ernment said in a statement. “CI 
welcomes the 3G Policy, which was 
long awaited. This will facilitate the 
penetration of broadband. This will 
also partially alleviate spectrum con- 
gestion, besides providing mobile 
users with better voice quality," says 
Chandrajit Banerjee, Director 
General, cit. 

However, there were some mut- 
terings in the background, not the 
least of which revolved around the 





Sounds good: Voice clarity may be better 


scarcity of spectrum in Delhi and 
Mumbai. These two cities account 
for over 10 per cent of India’s cel- 
lular user base, and also have the 
highest-value customers. Instead of 
opening up five licences in the two 
cities, the government will only of- 
fer two licences in addition to one 
for state-owned operator MTNL. The 
other state-owned operator BSNL 
will get a 3G spectrum slot in each 
of the other 20 telecom circles in 
India. The other gripe in some cir- 
cles is the government reserving 
three slots for CDMA operators in 
each circle. While publicly some 
operators have welcomed the 3G li- 
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Is the Red for Real? 
Forex losses dampen profits, but worse may be in store. 
WHAT GOES UP.. 


S THE LAST SET OF FINANCIAL 
for the first quarter of 
fiscal 2008-09 trickled in, the ‘tick 
tock’ got louder, and analysts were 
fearing the worst—that the time 
bomb of foreign exchange losses of 
India was waiting to ex- 
plode. Signs of that were amply 
on display in the hits a host of 
mega-corporations took on their 
bottom line in the quarter ended 
June 30. Profits took a beating 
thanks to the forex exposure either 
for hedging exports earning or by 
way of overseas debt. 
As per accounting standard (AS) 
11 introduced at the start of the fis- 
cal by the Institute of Chartered 
Accountants of India, companies 
have to make provisions for their 
forex exposures—either gains or 
losses—based on exchange rate 
fluctuations. Till the rupee was 
appreciating, there was no risk as 
profits were rising. But now with 
the rupee falling, the new provision 
has hit profits of several 
If the markets are not unduly 
alarmed, that's because the forex 
losses are more of a book entry 
and not actual losses. In most 
cases, cash flows, a key deter- 
minant of a company's health, 
have not been affected. More- 
over, many companies are not 
booking such losses into their 
profit and loss account, but shift- 


ing them into reserves, which is 


a balance sheet item. 

But there may be trouble 
ahead. “As of now it is a book en- 
try, but as and when the borrow- 
ings come close to the date of ma- 
turity, actual profitability will be af- 
fected," says Ajay Parmar, Head of 
Research, Institutional Equity, 
Emkay Global Financial Services. 


Adds Arun Kejriwal, Director, KRIS 


Research: “Such exposure is a per- 











How rupee movements impacted 

Í Company Forex Loss* Forex Gain: 
Asahi Glass 5434. 47.17 
Aurobindo Pharma 5660 — 4085 
Bharat Forge 69034 3333 
Firstsource — — 1 8016 0 
GMR Infrastructure 4568 1262 
Great Offshore 23.64 20.72 
HCL Technologies ^ 26050 25740 
India Cements 215 876 
JSW Steel 31144 9651 
Mahindra & Mahindra 7133 . 619 
Orchid Chemicals 58.80 — 5286 
RSWM — 1 2245 10 
Tata Chemicals — — 12887 2859 
Tata Motors — — — 13116 5/700 
Raymond 2420 7.60 
(in Rs crore) 

Source: Companies “June '08 “June ‘07 
ceivable risk, especially for com- 
panies that have foreign currency 
convertible bonds". He says at the 


time of conversion, if the stock 
price of companies is below the 


conversion price, holders will like 


to redeem these bonds rather than 
convert them into shares. At the 
time of payment, the exchange 
rate difference will be the actual 
loss for the company. 

But this situation has raised is- 
sues regarding accounting as well as 
disclosures. One option may be 
to transfer these losses to the bal- 
ance sheet, thereby protecting the 


bottom line. “The objective of the 


, but it is 





lost in this case,” says Kejrival of 


KRIs. He says should 
also disclose their future forex 
exposure for the stock market to 
judge the risk of each company. So 
far AS 11 makes it mandatory to 
provide for mark-to-market losses 
or gains, but is silent on the 
future exposure. 
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censing norms, they privately con- 
cede that with the government hop- 
ing to mop up between Rs 30,000 
and Rs 40,000 crore from the spec- 
trum auction (the base price for an 
all-India licence is pegged at over Rs 
2,000 crore), which is over half the 
expected revenue deficit for the 
year, 3G could take a while to per- 
meate down the value chain. 

However, there are others, in- 
cluding the telecom ministry, that 
do not believe that scarce national 
resources (radio spectrum is owned 
by the “public” in India and the 
licences are technically just leases") 
should not be given away for a 
song as happened with 2G spec- 
trum in 1997. Therefore, with high 
prices expected to be paid in the 
auction, initial 3G services in India 
could have the same stuttering start 
as they did in Europe where many 
3G services such as streaming 
movies and video-telephony might 
be too expensive. And with Delhi 
and Mumbai having less available 
spectrum, things could get even 
more expensive. 

A major saving grace, however, 
will be the far cheaper cost of de- 
ployment of networks than in 
Europe. *We welcome the govern- 
ment's announcement of its 3G pol- 
icy and believe this will benefit the 
entire telecommunication ecosys- 
tem in India. Over the next few 
years, we believe India will build a 
robust and truly national telecom in- 
frastructure that will enable it to 
deliver ubiquitous, world class yet 
cost-effective connectivity to its cit- 
izens and to businesses," says 
Michael Kuehner, Managing 
Director, India, Nokia Siemens 
Networks, the world's leading net- 
work infrastructure manufacturer. 

However, given the litigious na- 
ture of the telecom industry, expect 
anyone who loses out in the 3G bat- 
tle to seek legal redress. The rules of 
engagement have been announced, 
the war is only just beginning. 

KUSHAN MITRA 
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Berggruen: R 
Valuations catci 


Te SEIT 


ST 7 ITO SD OS 
Footloose 
Fortune Hunter 


Billionaire investor Nicolas 
Berggruen is on the prowl. 


E DOESN'T LIVE IN A HOME 

because he's constantly on the 
move. When Nicolas Berggruen, 
President, Berggruen Holdings, 
kicked off a two-week visit to India 
in August, his priority was doubtless 
to add to his existing portfolio of 
companies across six verticals— 
hotels, realty, education, construction 
equipment rental, car rental and ra- 
dio taxis. The deceleration expected 
in economic growth in the current 
year isn’t likely to deter the 
American. “India will slow down 
but a 6 or a 7 per cent GDP growth 
rate might not be bad in 
itself, although it’s certainly a psy- 
chological depression from the heady 
9 per cent,” observes the 46-year 
old canny billionaire bachelor, whose 
family owns one of the largest col- 
lections of Picassos, numbering over 
100, and has proprietary assets 
worth over $2 billion. 

Alternative energy and ware- 
housing are two focus areas for 
Berggruen—he will be holding dis- 
cussions with MMTC for a possible 
tie-up for a warehousing venture. 
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Rotten in Realty 


Developers are refusing to admit 
it, but they are in trouble. 


HE STORY GOES THAT A MAN LOST 
Is the jungles is accosted by a 
bunch of cannibals, all ready to lit- 
erally roast him. In desperation, he 
cries out, “Oh, God! I’m scr**ed.” 
Out boomed a voice from the skies: 
“No, you’re not. Pick up that large 
stone on the ground and hit it on 
the chiefs head.” The man, who 
does as he is told, hears the heavenly 
voice again: "Now, you're scr**ed!” 

It's pretty much the same situa- 
tion for India's sundry real estate de- 
velopers, who thought the worst 
was behind them a few months 
back, only to discover that there's 
more bad news around the bend. 
Admits Pawan Malhotra, Managing 
Director and CEO, Mahindra 
Lifespace Developers: *The senti- 
ment is definitely bad due to a com- 
bination of factors and there is a 
fall in sales overall. Luckily, we 
don't have too many projects on 
hand." Malhotra may be lucky his 
capital is not tied up in projects 
(that nobody is buying) but he does 
say that conversions from enquiry to 


Worse ahead? Developers are in a spot 
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Bimmer is Beaming 


BMW is happy with its first-year India performance. 


MW INDIA IS ON A ROLL, AND 

David Patton, Senior VP, Asia- 
Pacific, BMW, is mighty pleased. 
“Last year, which was our first year 
of operations in India, we had a tar- 
get of 1,000 vehicles and we sold 
close to 1,400. We had initially 
toyed with selling 2,000 cars in 
2008, but we feel that we can sell 
2,800 vehicles this year,” says 
Patton. However, he does admit 
that the German carmaker needs to 
do a lot more in India. “Right now 
our sales network only reaches the 
major metropolitan cities; if we 
are to expand, we will have to start 
selling cars in the other large cities,” 
says Patton. 

BMW has already made a start 
towards that. Like its German ri- 
vals, Audi and Mercedes, it has 
expanded into the lucrative Punjab 
market. “Despite the slowdown, 
there is no doubt that successful, 
rich Indians like our cars,” says 
Patton. But he does not believe 
that BMW will undertake reckless 
expansion in the country. “All our 
outlets, even the smaller ones, will 
have to conform to global BMW 
standards,” he points out. Also, 
with a global move towards 
“Green” cars, Patton points out 
that attitudes are considerably dif- 
ferent across the world. “In 
Western Europe, for example, the 
environmental aspect of a vehicle 
is writ large on the buyer’s mind. 


sales have fallen drastically. “If ear- 
lier, the percentage of actual buyers 
out of total enquiries was 50, it's 
now down to 10-20," he points 
out. And with the banks raising 
loan interest rates by another 75 
basis points following the recent 
repo rate hike by the RBI, Malhotra 
expects the second quarter to be 
worse, with a possible improve- 


AMIT KUMAR 


BMW's Patton: 





While Asian consumers realise this, 
it is not a driving factor," he notes. 
However, BMW has developed and 
deployed hydrogen fuel-cell vehi- 
cles and it is working on next- 
generation hybrid technology, 
"which you should see on our 
range shortly", says Patton. He 
believes that once hybrid technol- 
ogy develops to a point where it 
can deliver the performance levels 
of today's internal-combustion 
cars, attitudes will change even in 
developing markets. 

Is there anything that BMW is- 
n't happy about? Patton says it 
would be good if the regulators 


‘moved a bit faster. “It still takes 


too long to homologate a vehi- 
cle. I do not feel that the agency 
(Automotive Research Association 
of India) has managed to keep 
pace with India's increasing auto- 
motive globalisation," he says. It's 
hard to disagree with him. 
KUSHAN MITRA 


ment in the third quarter. 

That's also what Parsvnath's 
Chairman Pradeep Jain is banking 
on—a glib belief that inflation at 
the end of the year would be 7.5-8 
per cent, which should result in the 
softening of interest rates. Fat 
chance, say industry observers, who 
feel that real estate is in for a longish 
winter lasting at least a year. *The 
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noose is only going to tighten fur- 
ther as money is not just expensive 
but also scarce, and while the top- 
end guys have access to capital, it's 
the mid-level players who will be in 
a spot of bother," observes Akshaya 
Kumar, Managing Director, Park 
Lane Property Advisors. 

That may fly in the face of Jain’s 
bluster, who while admitting to 
lesser-than-expected revenues and 
profits for Q1 2008-09 for 
Parsvnath, is announcing new proj- 
ects by the day. Jain's company, 
which is seeking an additional $400 
million from overseas private equity 
players for its projects, is also be- 
lieved to be in a financial crisis in- 
ternally, having defaulted on pay- 
ment of salaries to its employees, 
quite a few of whom are either in 
the process of quitting or have been 
asked to leave. 

Its competitor, Omaxe, is be- 
lieved to be faring no better. It has 
been forced to pay back in cash 
half of the Rs 300-crore loan it had 
taken from Indiabulls Financial 
Services. Reason: its stock, against 
which it had borrowed the money, 
has fallen from Rs 500 or so in 
December 2007 (when it took the 
loan) to Rs 119 at present. 
Interestingly, Indiabulls Financial 
Services paid Rs 310 per share for 
the Omaxe stake—at a time when 
realty stocks were on fire. 

According to Vipin Agarwal, 
Executive Director, Omaxe, the 
company paid back Rs 150 crore to 
Indiabulls Financial Services in cash 
after the value of the collateral fell. 
Omaxe, of course, may be also 
stretching itself thin by diversity- 
ing into non-realty areas—a home 
furnishing retail store chain, ce- 
ment, power and steel plants in 
southern India and aviation. "But 
these are just announcements— 
nothing much has been done on 
these projects, so there's little ques- 
tion of stretching the company's 
finances," explains Agarwal. 

Smaller developers such as 
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Vatika Group are also getting af- 
fected by the downturn, having 
been forced to defer their IPOs due 
to adverse market sentiments. The 
company, which went in for a 
$225-million private equity place- 
ment last year as its balance sheets 
were not consolidated, is believed 
to be in a financially tight spot 
with its internal accruals getting 
diverted towards land acquisition. 
“It’s a temporary hiccup but, yes, 
land acquisition costs need to come 
down by another 40-45 per cent 
for us to feel comfortable," says 
Gaurav Bhalla, Director-Marketing 
and Operations, Vatika Group. 
Of its total land bank of 1,600 
acres, it is yet to complete pay- 
ment towards 600 acres. 

Almost all developers are also 
taking a hard look at their product 
offerings, trying to maximise re- 
turns from a given area. "To in- 
crease affordability for the end-user, 
we have resized our apartments. So 
if a two-bedroom apartment was 
offered in 1,000-1,200 square feet 
range, it will now be built in 800 
square feet," informs Sanjeev 
Srivastva, MD, Assotech. 

Typically, developers, while re- 
fusing to publicly admit to any cri- 
sis, are not shying away from using 
the situation to their advantage. 
"The opportunity to negotiate with 
your vendors and landlords is 
greater today than, say, a year ago. 
The industry, as a whole, is get- 
ting consolidated," says J. C. 
Sharma, Managing Director, Sobha 
Developers, which admits to flag- 
ging sales in cities like Pune. 
Sharma's strategy also sees his com- 
pany improving its debt-equity 
ratio through a rights issue that 
should give it some leeway in the 
current scenario. So, will he admit 
the party is finally over for real es- 
tate developers? “Well, the music's 
still the same," quips Sharma. Only, 
while last year they were dancing to 
it, this year, they are facing it. 

TEJEESH N. S. BEHL 
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A Good deal 
for Everyone 


Private pension managers may 
deliver better returns. 


HE NAGGING ISSUE OF MANAG- 

ing provident fund (PF) savings of 
40 million workers, of both govern- 
ment and organised sectors, has 
ended in a win-win fashion. ICICI 
Prudential, HsBC, Reliance Capital 
and State Bank of India (SBY) have 
been appointed as the fund man- 
agers. Their taking over of the man- 
agement of Rs 2.5 lakh crore PF cor- 
pus means not just an annual saving 
of Rs 2.5 crore to the Labour 
Ministry, but possibly a higher rate of 
return for savers. The working class 
now gets an annual return of 8.5 
per cent on its PF remittance, while 
many banks are offering 10 per cent 
rate of interest on term deposits. 
The rates are headed further up. 






Workers rejoice: Competition between 
fund managers may give better returns 


The new arrangement, which 
takes effect from September, will 
end long years of SBI monopoly 
over pension funds. The country's 
largest PSU bank was often criti- 
cized for not efficiently handling 
the PF assets. It was seen delivering 
sub-optimal returns by idling PF 
funds and, often, parking them in 
its own term deposits. Ashok 
Jainani, Head of Research at 
Mumbai-based Khandwala 
Securities, sees the entry of pri- 
vate players as a healthy sign. 
“This will lead to a competition 
among the fund managers to de- 
liver higher returns. Those who 
fail, however, cannot stay on. 
Subscribers can now expect com- 
petitive returns," he says. 

HDFC and Birla Sun Life asset 
management companies (AMC) were 
among the other private players 
who had wanted a slice of the PF 
pie. But the two AMCs did them- 
selves in by quoting “zero” fee for 
managing assets. That disqualified 
their bids. Evidently, at zero serv- 
ice charges, a contract becomes 
legally unenforceable. HSBC, how- 
ever, will charge the least at 0.0063 
per cent, followed by icici Pru’s 
0.0075 per cent. SBI and Reliance 
Capital will each charge 0.01 per 
cent of the assets as fee. 

The government’s independ- 
ent move, however, has not gone 
well with either the Left parties 
or the BJP-backed Bharatiya 
Mazdoor Sangh (BMs). Both want 
the public sector to handle PF funds 
and increase the rate of return. 
What has heightened the Left's ire 
is the inclusion of Reliance Capital, 
apparently at the last minute. The 
Left parties see this as a price the 
UPA-led government is paying for 
the support the Samajwadi Party 
extended it during the recent con- 
fidence vote in the Lok Sabha. sp’s 
Amar Singh is a friend of Anil 
Dhirubhai Ambani, whose Reliance 
ADAG group owns Reliance Capital. 
Labour Secretary Sudha Pillai, 
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Still Hot on Start-ups 


Erasmic's takeover by Accel will create a stronger venture firm. 


OUR YEARS AGO, TWO TECHNO- 
F logy industry veterans, 
Prashanth Prakash and Subrata 
Mitra, cashed out of Net Kraft 
and Tavant Technologies, respec- 
tively, and decided to explore the 
early-stage venture and seed capi- 
tal industry. Rather than launch a 
formal seed fund, the duo decided 
to cut their teeth and set up an 
Investment Club, gathering money 
from friends in the industry, angel 
investors and high net worth in- 
dividuals to invest in five early- 
stage investments. After muddling 
through these first five investments 
in IT (and getting their hands dirty 
by being closely involved in their 
day-to-day operations), the duo 
decided to set up their first formal 
fund of $10 million, with the likes 
of Infosys co-founder N.S. 
Raghavan, IT industry maven 
Prakash Bhalerao and New Silk 





however, has denied any political 
influence, maintaining that Reliance 
had very much figured among 
the bidders. 

The decision on the pF fund issue 
is the first significant one after the 


Left parties withdrew their support to 


Route’s Parag Saxena as investors. 
Now, four years and fifteen 
investments (and two partners) 
later, the foursome have sold their 
early-stage focussed vc firm to 
Accel, a 25-year-old vc firm that 
has backed the likes of Veritas 
Software, Real Networks, 
Macromedia and Foundry 
Networks. “This is critical for us to 
step up our focus on the start-up 
market,” says Prakash, adding, 
“we will now set up our second 
fund of around $60 million, which 
should close by the third or fourth 
quarter of this year.” Despite the 
broader focus of Accel, Erasmic 
(now renamed Accel India) will 
continue to retain its early-stage fo- 
cus, “This market is vastly under- 
served, although there are liter- 
ally dozens of vcs in later-stage 
investments," says Prakash. 
According to him, Accel India 
will focus on around 30 deals, 
starting with small investments of 
around $500,000 and increasing 
funding based on business re- 
quirements. “We believe that there 
are many opportunities beyond 
IT and software products in mar- 
kets such as KPO, life sciences, 
Internet, mobile and consumer 
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to take off,” says Prakash. If the 
man sticks to his word, then the 
Accel+Erasmic equation may 
work to the advantage of many 
wannabe entrepreneurs. 

RAHUL SACHITANAND 


the government after failing to stall 
the Indo-us nuclear deal. Hopefully, 
a series of reform initiatives will be 
unveiled in the days to come with 
Prime Minister Manmohan Singh's 
hands now untied. 

K. R. BALASUBRAMANYAM 
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How Green is 
My IT? 


A tech start-up to tackle 
energy use by data centres. 


ATA CENTRES IN THE US HAVE 
[me a carbon footprint that 
is larger than that of countries such 
as The Netherlands and Argentina. 
Internet companies such as Google 
are investing billions of dollars in 
setting up massive data centres and 
struggling to control soaring power 
usage. While Google may want its 
users to trawl thousands of ter- 
abytes of data and get their search 
results almost immediately, this ac- 
tivity gobbles up plenty of energy. 

Here's the problem for compa- 
nies such as Google: power usage by 
data centres accounts for around 2 
per cent of all the power supplied to 
the Us grid and 2-3 per cent globally. 
As companies struggle to balance 
their quest for greater computing ca- 
pacity while controlling power use, 
they are turning to technology for 
answers. Virident, a California- 
based start-up set up by a couple of 
IrT-grads who also went to the same 
graduate school at University of 
Illinois, is looking to address this 
issue using by enhancing the mem- 
ory capacity of servers using spe- 
cially designed “flash” memory chips 
(commonly used in cell phones, for 
example) to increase the computing 
capability of servers. 

Virident (derived from Viridus in 
Latin meaning green and dent 
meaning to make; literally to make 
green), was started by Kumar 
Ganapathy and Vijay Karamcheti, 
who blended their experience across 
the semiconductor industry and ac- 
ademia to set up this company. 

Ganapathy was a Fellow with 
Rockwell Semiconductor before he 
set up his own start-up, VX Tel, 
which built voice over IP chipsets, 
and then worked with Artiman 
Ventures. Karamcheti worked with 
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Google and spent the last 15 years 
working on parallelisation tech- 
niques at New York University. 

The duo has teamed up with an 
assortment of business acquaintances 
to set up Virident and embed these 
flash memory chips in data centres. 
As a first step, the company roped in 
Raj Parekh, a former Sun 
Microsystems honcho and venture 
capitalist as Chief Executive, and 
allied with flash memory vendor 
Spansion, as both a business partner 
and investor. (Virident has raised 
around $26 million from Google- 
backed Erasmic and Artiman 
Ventures, among others). “Server 
utlisation across large Internet com- 
panies and corporates is barely 10-20 
per cent due to memory restric- 
tions,” says Ganapathy. 

The solution, according to 
Virident executives, is to embed 
flash memory in these data centres 
to enable them to crunch much 
more data. “We believe our tech- 
nology can improve server utilisa- 
tion two to six times and help com- 
panies drastically reduce costs, both 
for power and for the physical stor- 
age of new data centres,” says 
Ganapathy. Virident claims to have 
close ties with server vendors and 
says its solutions should be ship- 
ping by the end of this year or early 
next year and will soon seek a fresh 
round of funding to back its 
expansion plans. 

According to Ganapathy, Virident 


Virident’s Ganapathy: 


serving the server 





will primarily focus on Internet com- 
panies and large corporates such as fi- 
nancial services firms that are large 
users of data centres. “Internet-based 
companies are expected to account 
for 25 per cent of server purchases 
over the next few years,” he ex- 
plains. Virident will use a two- 
pronged strategy to target its cus- 
tomers, relying on its partners for 
the mass market and directly ad- 
dressing high-value customers. 

Already, Ganapathy & Co. are 
working on the second stage of 
Virident’s technology plans. This 
involves attacking the server sub- 
system and tweaking their power 
settings. “Most servers and data 
centres have their power set up 
for worst case scenarios, when the 
most computing muscle (and, 
therefore, power usage) is needed. 
But there are periods when they 
may actually idle, but be configured 
by default to consume the same 
amount of power. We believe our 
technology can effect a two-fold re- 
duction in power consumption,” 
says Ganapathy. 

Already several influential 
voices are backing Virident’s plans. 
For example, a recent McKinsey 
study made it a national imperative 
to double data centre efficiency in 
the us by 2012. With such chal- 
lenges, Ganapathy and his col- 
leagues may have their hands full 
for sometime yet. 

RAHUL SACHITANAND 
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Volkswagen. Das Auto. 














ürbags «ABS & ESP ๑ 6-disc MP3 CD changer with 10 speakers * "Vienna" leather upholstery * 16" alloy wheels 
er with 2-zone temperature control * Deluxe sports seats with electrically adjustable lumbar support at front 


'5 kW (102 PS) petrol engine * 1.9L TDI also available with 5-speed manual gearbox. Features mentioned here 


The exquisitely designed, German engineered Jetta. Prestige standard. 


Building a car like this is serious business. And consistently improving a near perfect design 
the last 29 years is by no means easy. Now we are proud to bring this engineering marvel to Ind 


It's got everything you would desire from a car. Now isn't that reason enough to smile: 





* 1.9L TDI 77 kW (105 PS) diesel engine * 6-speed automatic DSG gearbox with paddl: 


๑ Steering wheel with controls for multi-function display and audio system * “Climatro 
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* Rain sensor * Anti-theft warning system * "Coming home" and "leaving home" function * 


are not available in all versions. 





Multi-function steering wheel with gear shift paddles 


his multi-function steering wheel lets you control the display and the RCD 500 audio system. With the Paddle shift function on 
the steering wheel, changing gears will now be at your fingertips, literally. 


6-speed automatic DSG gearbox 


Experience the perfect combination of manual and automatic transmission with the DSG gearbox. Shift gears without any interruption 
of power flow and shift them with absolute ease. Truly, nothing but the DSG gearbox can guarantee a smooth & economical drive. 


8 airbags 


[he greatest importance is attached to your protection with new generation safety features like airbags 

for the driver and front passenger, curtain airbags, and side airbags at front and at rear. 

Electronic Stabilisation Programme (ESP), Anti-lock Braking System (ABS) and Traction Control System 
ASR) stabilise the car by braking individual wheels and preventing wheel lock 


The exquisitely designed German engineered Jetta. 


Prestige standard. 
Volkswagen. Das Auto. 


\uthorised dealers: Bangalore - Elite Motors: (080) 25743225 / 27, 9972922144; Chandigarh - Genuss Motors: 9915/52640, 
9915011608: Delhi / NCR - DD Autoworld: (011) 46664666, 9873919004-10; Kashyap Group: (0120) 2462601 -5, 
011) 26848377 / 78: Hyderabad - Orion Motors: 9704455011, 9701670008; Ludhiana - Prestige Motors: 9780199999, 
9988886645 / 48: Mumbai - Presidential Cars: (022) 24364801 -6, 9930250733 


Opening shortly at Ahmedabad, Chennai, Cochin, Jaipur, Kolkata and Pune 
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DEEPAK G. PAWAR 


Same Goal, 
Different Paths 


Entrepreneurs in India & China 
could be global trend-setters. 


ARUN KHANNA, JORGE PAULO 

Lemann Professor at Harvard 
Business School (HBS), has had the 
habit of taking the road less trav- 
elled in his academic career. At a 
time when most of his peers pre- 
ferred to focus on teaching (and re- 
searching) topics on the developed 
market, Khanna, a member of HBS” 
faculty since 1993, has zeroed in on 


they are in and solve problems that 
governments have failed to over 
the last 40 years”. His latest book 
Billions of Entrepreneurs focusses 
on the rise of China and India in the 
global economy, and how both 
countries have used opposing prac- 
tices to become world beaters. The 
book focusses on four areas—China 
and the world, India and the world, 
mutual relations between the two 
neighbours, and the view from the 
developed world—and examines 
how their rise could prove prof- 
itable over the long term. Khanna 
believes that entrepreneurs will be 
beneficial to both the nations as 
they look at the subject of entre- 





HBS' Khanna: Expects India and China's people power to jolt the world order 


developing economies. He works 
with multinational and indigenous 
companies and investors operating in 
the region. ^A developing market 
focus wasn't the best thing at the 
time for your academic career," says 
Khanna, a science and engineering 
graduate from Princeton and a Ph.D 
in Business Economics from 
Harvard. Despite the perception, 
the 40-year-old is counted among the 
respected (and youngest) authori- 
ties on emerging economies. 
Khanna has now suggested that 
the growth of entrepreneurship in 
India and China could actually “help 
both countries get out of the mess 


preneurship very differently. In 
China, for example, most global 
success stories (telecom equipment 
maker Huawei and white goods gi- 
ant Haier) have strong state con- 
nections; in India, there are a lot of 
meaningful private sector initiatives. 
“I would go so far as to say that the 
government is an integral part of en- 
trepreneurship in China, since com- 
panies such as Huawei have relied 
on buying defunct state-owned as- 
sets and even today have substantial 
state ownership," Khanna argues. 
Part of the reason for the varying 
approach to entrepreneurship may 
lie in the attitude towards the gov- 


ernment and bureaucracy. “The ax 

erage IAS official is not attuned to en 

trepreneurship but to accomplish 
a set of tasks he is given,” contends 
Khanna. Conversely, in authoritar- 
ian China provinces are given targets 
and deadlines and have to meet 
them. This system also comes with 
its own loopholes; Chinese com- 
panies such as Haier may get the 
first right of state-owned assets, but, 
equally, they often have to acquire 
moribund state assets, In contrast, 
Indian entrepreneurs have much 
greater freedom to decide their area 
of business, obtain seed or venture 
capital funding and are not held 
back by constraints imposed by the 
state. “Even then, the funding sys- 
tem is not as developed as the West. 
There aren’t enough seed funds 
in India to support this growth,” 
says Khanna. 

While entrepreneurs may have 
focussed on markets in the West 
by leveraging cost arbitrage, newer 
opportunities may be emerging for 
businesses focussed on the domestic 
market and for social entrepre 
neurship. “The market will probably 
be split evenly between cost leverage 
initiatives and those focused on the 
domestic market,” he adds. 
According to Khanna, the real in- 
novation may happen in the field of 
social entrepreneurship, where ini 
tiatives such as Janaagraha and 
Parliamentary Research Services 
(with entrepreneurship defined as 
the ability to take risks to get around 
existing constraints, with or without 
profits) also playing a key role. One 
factor that could propel entrepre 
neurship in India is the growing in- 
cidence of NRIs returning home, 
who bring with them valuable ex- 
perience in setting up and running 
businesses. Khanna, however, ar- 
gues that it is only a recent thaw that 
has catalysed their return. “The 
Indian administration historically 
made a catastrophic decision to 
shun its diaspora,” Khanna says. 

RAHUL SACHITANAND 
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Not Reddy, Yet 


Are Indian generics players 
targets for pharma MNCs? 


F YOU ARE ATTRACTIVE, YOU WILL BE 
Ins a smiling G.V. Prasad, Vice 
Chairman & CEO, Dr Reddy's 
Laboratories, told Br when asked 
if his company was being wooed 
by predators from the global phar- 
maceutical industry. It's a perfectly 
legitimate question, considering the 
consolidation that's under way in 


the global generics industry. After 
Daiichi Sankyo's purchase of 
Ranbaxy Labs, Teva Pharma, the 
world's largest generics company, 
acquired Barr Pharma, the us’ fourth 
largest generics firm. There are two 
questions on pharma analysts’ lips 
these days: Who’s next? And will an 
Indian firm be on that sell list? 

To take Prasad’s answer fur- 
ther, there’s little doubt that Dr 
Reddy’s is attractive. However, 
the official view of the company is 
that its promoters will never sell 
out (in fact, founder chairman K. 


Playing Catch-up 


Samsung is #2 in mobiles, but still way behind Nokia. 


SUNIL DUTT, FORMER 
X distribution head of Nokia 
India, took over the reins at 
Samsung Mobile, he knew he 
would have a Herculean task to 
catch up with his former employer. 
But in the six-odd months since he 
has been in charge, things have 
slowly begun to change. *We are a 
clear number two in the market 
right now, and we are innovating 
with our products and I think we 
have cracked what the Indian con- 
sumer wants," Dutt says. 

With an estimated 7.5 per cent 
market share, Samsung is still way 
behind Nokia, which makes one 
out of every two mobile phones 
sold in India. “You have to un- 
derstand that Nokia has an ex- 
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Samsung's Dutt: Chasing the leader 
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tremely strong reach and brand 
appeal, but as people want more 
on their mobile phones, they will 
hopefully look at brands like ours 
that gives them much better value 
for money." 

Dutt also believes that in major 
urban areas, organised mobile retail 
is slowly but surely changing the 
market. “Consumers want choice, 
and that is what these multi-brand 
stores can offer them. Unlike small 
retailers who would only stock the 
best-selling models, these retailers 
can afford to stock several models 
and give all brands equal displays," 
he says. Dutt, however, acknowl- 
edges that penetrating deep into 
the country is also important. ^You 
can't place all your bets on organ- 
ised retail," he adds. 

Samsung has signed up actor 
Aamir Khan to endorse the brand. 
“Aamir has been extremely effec- 
tive for us; we believe that he best 
epitomises our brand values," Dutt 
says. With Shah Rukh Khan back- 
ing Nokia, you have to wonder 
whether the race at the top in 
Bollywood and in the mobile mar- 
ket mirror each other. 

KUSHAN MITRA 
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Anji Reddy: His company may be wooed 


Anji Reddy clarified this in no un- 
certain terms to his shareholders at 
a recent annual general meeting). 
Yet, that won't stop potential buy- 
ers from "eyeing" the company. 
To be sure, Dr Reddy's may not be 
the only Indian drug firm that's 
in the sights of global generics gi- 
ants. Emkay Research, in a recent 
report, says: "Large-cap compa- 
nies like Dr Reddy's, Cipla, 
Glenmark, Wockhardt and Lupin 
could be good acquisition targets... 
In mid-caps, companies like Cadila 
Healthcare, Aurobindo, Unichem, 
Orchid and Torrent Pharma could 
be ideal targets for acquisition..." 

How the analysts at Emkay ar- 
rived at this shortlist is unclear, but 
whilst no promoter is obviously re- 
vealing his cards, some of them 
don't rule out a consolidation spree. 
“This (attempt by global MNCs to ac- 
quire Indian companies) is inevitable 
as it will take companies to the next 
level; also many businesses, espe- 
cially the family-led, have to get 
ready for a long struggle; and they 
do not have the resources or match- 
ing infrastructure. Therefore, an 
option for some of them will be to 
either get a strategic investor on 
board or sell out,” says P.V. 
Ramaprasad Reddy, Chairman, 
Aurobindo Pharma. Reddy is quick 
to clarify that none of what he says 
should be construed as a move by 
Aurobindo to sell out. “We have 
not given it (sale) a thought at the 
moment and it is not just my deci- 
sion alone. There are other stake- 
holders and investors involved and 
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their views would also have to be 
considered," adds Reddy. 

But then the writing may be on 
the wall. Large global innovator 
companies are facing an unprece- 
dented level of generics exposure, 
with a string of blockbusters going 
off patent between 2010 and 2014. 
Analysts expect these companies to 
lose anywhere between 14 and 40 
per cent of their revenues in this pe- 
riod. Patents on drugs with an esti- 
mated market of $40 billion (Rs 
1.72 lakh crore) are set to expire in 
2008 and 2009. When the generics 
market for these opens up, this will 
translate into an opportunity of $2- 
3 billion (Rs 8,600-12,900 crore); 
also with the blockbuster pipeline 
virtually drying up, research & dev- 
elopment productivity slipping, and 
the Us Food & Drug Administration 
(USFDA) getting more stringent in 
granting product approvals, buy- 
ing into generics firms is one clear- 
cut strategy to hedge risks and 
ensure growth. 

Falling prices have further put 
pressure on the global giants to 
look for low-cost manufacturing 
opportunities and also expand their 
footprint in developing markets. 
At the same time, Indian companies 
have realised the need for devel- 
oping patent-protected novel mol- 
ecules in order to grow bigger, and 
this requires huge investments. 

Ranbaxy promoter Malvinder 
Singh expects the deal with Daiichi 
to be a trend-setter. But not every- 
one is in a mood to follow. Talking 
to BT just after the Ranbaxy-Daiichi 
transaction was announced, Yusuf 
Hamied, Chairman, Cipla, main- 
tained that his family will not exit, 
“at least in his lifetime". A few oth- 
ers believe that a clutch of well- 
managed Indian pharma firms 
could turn into buyers rather than 
being consigned to the sell list. 
*None of these developments will 
mean much to those profitable 
Indian companies who have good 
vertically-integrated facilities, low 
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Sandalwood's Hutcheon (R) & Singh: Want India to take a cue from developed markets 


cost of manufacturing, strong local 
market presence and footprints in 
key geographies," says a spokesper- 
son for Sun Pharma-ceutical 
Industries. She, for one, doesn't 
expect global pharma to descend on 
[India in droves. Here's why: 
“Going by market estimates, gener- 
ics contribute about 15 per cent 
(by value) to the total global 
pharma market of over $700 
billion (Rs 30.1 lakh crore); the 
rest is accounted for by innovator 
companies. It would be quite chal- 
lenging for those who control 85 
per cent of the market (by value) to 
‘hedge’ by purchasing generic busi- 
nesses, partly due to their size and 
also because it will call for a radical 
shift in their business model." 

E. KUMAR SHARMA 





Too Much of a 
Good Thing 


There may be too many 
malls in India. 


ROUND 600 MALLS ARE IN VARI- 
Axs stages of construction across 
the country and over 120 of them 
are already in operation, accord- 
ing to various industry estimates. 
However, the blossoming Indian 


mall market may be some way 
away from discovering the secret 
sauce for profitable operations, ac- 
cording to Stewart Hutcheon, CEO, 
Sandalwood, Asia’s first integrated 
retail development and manage- 
ment service provider. “Our role 
varies from country to country; in 
emerging markets such as India, 
we get involved from conception of 
malls, while in developed markets 
such as Singapore and Hong Kong, 
we add value to existing proper- 
ties,” he says. 

Although there is plenty of 
scope for growth in India (and in- 
deed the emerging markets), 
Hutcheon stresses that they can 
learn plenty from their peers in de- 
veloped markets. “There is a sense 
of herd mentality among develop- 
ers and retailers in India, leading to 
oversupply and crowding in spe- 
cific areas, especially in the north,” 
says Hutcheon. 

Part of the reason for the over- 
crowding in specific areas, he adds, 
is a lack of planning and foresight 
among developers. “Retail land is at 
a premium; you can’t build a mall 
just about anywhere,” Hutcheon 
says. In markets such as Singapore 
and Hong Kong, where land is 
scarce, some of the best malls are in- 
tegrated with residential and com- 
mercial properties. “Scarcity of land 
means that some of the best land 
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will be eight, nine or 10 storeys 
high," he adds. 

[n the race to capture market 
share, malls may be committing 
some basic errors in construction. 
Hutcheon says he has worked with 
developers in India who've created 
too much common area and 
scrimped on leasable (and there- 
fore revenue and profit generat- 
ing) space. Retail management (and 
consequently the services of 
Sandalwood, a 50-50 Jv between 
real estate consultants Jones Lang 
LaSalle and Colonial First State 
Property Management) is impor- 
tant, he argues, because it is eco- 
nomically unfeasible to demolish 
or widely remodel existing con- 
struction to enhance its profitability. 

As retailers try to keep pace 
with the fast-growing market, 
Hutcheon cautions that features 
and structure of retail spaces change 
all the time. “Retail requires con- 
stant scrutiny; retailers here today 
may not be there tomorrow,” says 
Hutcheon. He says that as retail 
environments mature, mall own- 
ers must be able to re-mix their 
business, to meet these changing 
market conditions. Despite some 
concerns, he believes that both malls 
and high-streets can co-exist, rather 
than prey on each other. 

In India, for example, 
Sandalwood is working with 
26 malls and expects to sign 
many more as the market 
continues to expand. “The 
problem is over supply in 
certain pockets; due to a 
funds crunch in the market, 
most malls being con- 
structed are over a year 
late,” says Gagan Singh, 
Managing Director, India, 
Sandalwood. From work- 
ing on incremental im- 
provements to these malls, 
Sandalwood hopes to in- 
troduce them to the con- 
cept of retail asset manage- 


ment, which should enhance 
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revenue by at least 25 per cent. 
“While over 600 malls are 
theoretically under construction, 
how many are will be completed 
remains unclear,” says Singh. “Mall 
owners have quickly graduated from 
a system of selling individual stores 
to a more profitable business of 
leasing them.” But with a slowdown 
looming and many businesses fret- 
ting over slow development of retail 
space, Sandalwood may find its 
hands full over the next few months. 
RAHUL SACHITANAND 


Beijing and 
Beyond 


Side-stepping the Olympics, Taj 
aims for tourist spots in China. 


AST FORTNIGHT, INDIAN HOTELS 
| Fee (IHCL) finally an- 
nounced its foray into China, just 
ahead of the Olympics. The sur- 
prise? It prefers to give the 
Olympics a miss. The company 
that owns the Taj brand will man- 
age two hotels that will come up 
much after the games are over and 
are located in tourist hot spots. 
IHCL is aiming for the tourist busi- 





ness of China first, and may look at 
the business traffic later. 

With an eye on the Olympics, 
the Chinese hotel industry has gone 
into overdrive to create capacity. 
This has inevitably resulted in a 
glut. Some 4,20,000 people visited 
Beijing in August 2007, and that 
number is expected to go up by 
10 per cent only in August 2008. 
While that means 42,000 more 
guests in the country, already 
13,000 new rooms have been built 
in Beijing, with another 30,000 on 
the way. Even in early July, Chinese 
authorities said that 50 per cent of 
the four-star rooms for the Olympic 
dates were still available. 

IHCL is clearly thinking beyond 
the Olympics. It has announced a 
tie-up with Zhong Qi International 
Investment Company to manage 
two of the latter’s upcoming prop- 
erties. The first one is a 46-room ho- 
tel close to the tourist destination of 
Temple of Heaven in southern 
Beijing. Another 60 rooms will be 
added soon. The second location is 
Hainan Island, where a 500-key re- 
sort is being developed. Hainan is 
known as the Hawaii of the east. 
The Hainan province was created as 
a Special Economic Zone to de- 
velop the potential of its natural 
resources. The province played host 
to the Miss World pageant 
in 2007. Says R.K. Krishna 
Kumar, Vice Chairman, 
IHCL: “China is one of the 
major tourism hubs world- 
wide, witnessing more than 
8 per cent growth...it is 
critical for Taj to have a 
presence in this country." 
Raymond Bickson, 
Managing Director, Indian 
Hotels, who hails from 
Hawaii, told Business 
Today: "The area has the 
same pristine beaches that 
you find in Hawaii or say 
Bali. I do not know how it 
got the name—but coming 
from Hawaii—it is easy for 


A television 
network 


INAT SOEAKS 
ine language 
Of the füture 


Bubs anad subtitles includea 


| rid to ! World Movies 





bt current 


me to sell the Hawaii of the East." 
An interesting development 
followed the signing of this agree- 
ment between Indian Hotels and 
Zhong Qi. Days after the an- 
nouncement, the Chinese govern- 
ment faced allegations of tapping 
into the Internet usage of all hotel 
guests. A us senator alleged that 
the Chinese government has or- 
dered all foreign-owned hotels 
chains to install special equipment 
to monitor Internet usage by 
guests. The Chinese authorities 
said these are normal security 
arrangements. These are issues 
that IHCL will have to learn to deal 
with when doing business in the 

dragon's den. 
SUMAN LAYAK 





Mutual Benefit 


ICICI Prudential AMC has 
been raking it in. 


AST MONTH, MARK TUCKER 

MADE his second visit to India 
in six months. The Group Chief 
Executive of the UK-based 
Prudential Plc has a very good rea- 
son for making those trips. His 
asset management joint venture 
in India, with icici Bank, is among 
the top five profitable operations 
in Asia. *Our single-year profit is 
now more than the original capital 
we invested," says Tucker. 

The £267-billion insurance and 
financial services group started its 
Asian journey way back in 1923 
when it opened its first overseas 
life insurance branch in the state 
of Assam in India. It re-entered 
Indian markets in 1998 through a 
55:45 joint venture with icici Bank 
for the asset management business. 
In 2000, it entered into a life in- 
surance joint venture with the bank. 
By 2005, the UK major had relin- 
quished a majority stake in the asset 
management company (AMC) to ICICI 
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Bank by selling 6 per cent of its 
holding. Today the Prudential 
group is present in 12 Asian coun- 
tries, including China. 

For both the joint venture part- 
ners, it has been a profitable ride 
over the past decade. ICICI 
Prudential AMC generated an op- 
erating profit of Rs 73.5 crore in the 
financial year ended March 31, 
2007, roughly a six-fold growth 
over the Rs 12.55 crore it earned 
six years ago. Kalpana Morparia, 
Chief Strategy & Communications 
Officer, ICICI Bank, says: “The re- 
turns have been phenomenal. We 
have earned a return of over 100 
per cent on net worth.” The initial 
capital commitment of Rs 9 crore 
from ICICI Bank and Rs 56 crore 
from Prudential is now valued at 
around Rs 6,000 crore, adds 
Morparia, prescribing a market 
benchmark valuation of 10 per cent 
of the assets under management 
(AUM) of ICICI Prudential AMC as a 
valuation for the business. 

The current market downturn 
has taken its toll on the mutual 
fund industry, but that isn’t giving 
Tucker and Morparia sleepless 
nights. “Globally, the fund indus- 


Profitable partnership: Prudential's Tucker (L) & ICICI's Morparia 
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try has seen many challenging 
times and this is just another such 
period,” says Tucker. Morparia, 
for her part, prefers to look at the 
longer term big picture. “Over the 
next 12 years, we see 750 million 
people coming into the middle in- 
come bracket. Now, if you com- 
pare India’s AUM as a proportion to 
its gross domestic product (GDP), 
we are at 8 per cent of the GDP. 
In other emerging markets, this 
proportion varies between 30 and 
40 per cent. So even if get to 
20 per cent of GDP, the opportu- 
nity is huge." 

With assets of Rs 54,237 crore as 
on June 30, ICICI Prudential AMC is 
the second largest mutual fund in the 
country. The AMC is also an advisor 
to $2 billion worth of offshore funds 
of Prudential Plc. Last year, the port- 
folio management services (PMS) of 
the AMC floated a real estate advisory 
business. It collects money from high 
net worth investors and deploys it in 
real estate development. Recently 
it got a mandate from employee 
provident fund organisation (EPFO) 
for advising the organisation on its 
investment portfolio. 

RACHNA MONGA 
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Plan 


An India that's home to 30 of Fortune 100 
companies, the world's largest pool of technically- 
trained manpower, and Nobel Prize winners in arts, 
science and literature? That'S management guru 
C.K. Pranalac s dream for India@75, and he's 
got a plan how to get there. A BT exclusive. 


S THE CELEBRATIONS OF INDIA (260 WIND DOWN AND AS THE NATIONAL 

attention is consumed with problems of the moment—price of energy, 
inflation, debt relief to farmers, political realignment in the states—it is 
hard to focus attention on the future of India. The urgent is likely to drive 
out the important. Moreover, it is easy to get carried away by growth sta- 
tistics of the past five years and feel “we have arrived". 

Leadership, however, is about the future, about hope and change. Leaders must elevate 
the national debate and focus on the potential of India. A shared view of India@75, for 
example, can provide a framework for building a multi-stakeholder consensus and mak- 
ing choices that are directionally consistent with that goal. Unless we are clear about the 
potential, it is very difficult to undertake an arduous journey. 

I believe that India has the potential to actively participate in shaping the emerging 
world order. This demands that India must acquire enough economic strength, tech- 


emphasise all three dimensions, in equal measure, in India's march to Her destiny. 
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The Potential of India 

et us imagine the potential of India without 
IL, constraining ourselves by the record of India dur- 

ing the first 60 years of independence. In an im- 
portant sense, India got her second freedom—the 
freedom to grow only during the early 1990s. Let us 
also not constrain our thinking by the problems of the 
present. Let us first imagine this future. 
m India turns its population into a distinct advantage. 
[India has the potential to build a base of 200 million 
college graduates—a portfolio of educated people in 
every discipline. This is just 16 per cent of India's 
population. Further, I would like to see 500 million 
certified and skilled technicians. Implicit in this future 
is universal literacy. This is possible in 15 years, if lead- 
ers focus on this goal as a priority. Think about what 
this means. India will have the largest pool of techni- 
cally-trained manpower anywhere in the world. This 
must be the starting point for global leadership. If India 
fails in its educational mission, the rest of my vision for 
India cannot be realised. 
พ India must become the home for at least 30 of the 
Fortune 100 firms. I know this is an audacious goal but 
it is possible. 
B India accounts for 10 per cent of global trade. 
India can. We have to change our mindset. In fact, 
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HE STATISTICS IS DISHEARTENING. OF THE FORTUNE 
T» companies, just seven are Indian. There isn't a 

single Indian company in the top 100. The highest 
ranked Indian company is a state-owned enterprise, 
IndianOil Corporation, which comes in at the 116t^ posi- 
tion. The highest ranked Indian private entity is Reliance 
Industries at #206. In comparison, the number of American 
companies in the top 500 is 153; even China boasts of 29 
home-grown entities that made the final cut last year. So, 
the idea of creating 30 Fortune 100 companies by 2022 is 
daunting if not out right fantastic. 

But industry leaders and watchers believe it's possible 
and probable, provided India Inc. does a few things right. 
"The language for the 215 century is global and India Inc.’s new 
leaders will have to master its vocabulary,” Reliance 
Industries Chairman and Managing Director Mukesh 
Ambani told BT earlier this year. “Global ambition 
needs to be an essential ingredient in a glob- 
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Indians took a lot of pride when India was not 
affected by the 1997 Asian crisis. I said, at that time, 
that it is a sad commentary because if India was 
connected with the rest of the world, she would 
have felt the impact of the crisis. India must 
become connected with the rest of the world—a 
critical step in influencing others and, more impor- 
tantly, the basis for learning from others. 
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alised market place," Sunil Bharti Mittal, Chairman and 
Managing Director, Bharti Group, told BT recently. 

But before Indian companies become big globally, they 
must become big at home. "It's a question of getting scale at 
home and then aiming to replicate that scale globally," says 
Russell Parera, CEO, KPMG India. "For that we need to 
increase the depth of talent and management bandwidth in the 
country," he adds. Parera believes that India needs what he 
calls soft infrastructure, and education is the key to that. 

So, which are the sectors that could produce India's global 
giants? "The financial services sector has the potential to create 
such companies. Some of the PSUs with deep pockets also are 
capable of making it," contends Parera. Dinesh Thakkar, 
Chairman and Managing Director, Angel Broking, believes that 

any industry that harnesses India's human resources is ca- 
pable of producing giants. "R&D-based industries such 
as pharma and biotech can create such companies." 
T.V. MAHALINGAM 


ii India becomes a source of global innovations—new 
businesses, new technologies and new business models. 
The early evidence is already in. Increasingly, India is 
becoming home for new business models—very low 
capital intensity, extremely low fixed costs, and con- 
version of fixed costs into variable costs (as in the 
case of Airtel). The bottom of the pyramid, the 800 mil- 
lion Indians, can become a major source of break- 


India's strength: The country's demographic advan- 
tage can be turned into a competitive advantage 


through innovations. 
m India needs to focus on the flowering of arts, science, 
and literature. Why can't India have 10 Nobel prize 
winners? | want to add that it would be all the better if 
it was for the work done in India—not just Indians get- 
ting the Nobel Prize for the work done elsewhere. 
W India becomes the world's benchmark on how to 
leverage diversity. It becomes a benchmark for the 
practice of universality and inclusiveness. India has the 
opportunity as she is home to all the major religions, 15 
major languages and hundreds of dialects, and a complex 
range of cultures, food habits and rituals—all the diversity 
one can hope for. If India is not the laboratory to prac- 
tice diversity and inclusiveness, nobody else is. India is 
the laboratory to the world. 

One could add to the list. The six big opportunities 
that I have identified, when accomplished would sig- 
nificantly improve the quality of life of all Indians; it will 
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NDIA @60, GROWING AT OVER 9 PER CENT, 
missed not just scientists and engineers 
in the last couple of years. It has equally 
acutely felt the shortage of trained drivers, 
masons, carpenters, electricians and the 
like. Tech entrepreneur Vivek Wadhwa, à 
Wertheim Fellow at Harvard Law School and 
executive-in-residence at Duke University wh 





closely tracks the results of the Indian education sy 
believes that at present it is India’s unique sum 
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education system that is making up for the deficiencies of 


the public education system. “All of the amazing si 


India has achieved has been with less than 10 per 
of its population—those that received satisfactory 
great) education. Imagine what could be ล อ ท เส ง 


India increased this to 30 per cent or 50 per cent 


per cent? It would unleash the massive potential of its į 


ulation," says Wadhwa. 
The National Knowledge Commission (NKC), h 


by Sam Pitroda, has given out detailed recommend 
to fix areas ranging from libraries, vocational educatic 


higher education to banish the talent crunch. For Pral 


vision of 200 million college graduates and 500 million : 
tified and skilled technicians to come true, it is imper 
that the education pipeline gets strengthened at the b 
Here the NKC very succinctly puts forth the case 
school education: "more resources, more decentrali: 
and more flexibility." Fixing this end of the pipeline ca 


-- 


vide a booster shot to the economy in the long te 

At 3.8 per cent of GDP (around $8.6 billic 
year), public spend on education is not jus! 
quate, but also mostly inefficient. Though the gove 
promises to increase this to 6 per cent of 
2012, the private sector will have to invest a 
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aggressively into education and training. A recent ! 


pegged the market for private initiatives at a whoppin 


$40 billion at present, and growing. Unsurprisingly 


school education (kindergarten to class 12) constitut 


half of this opportunity, vocational educati 


forms a significant chunk—more than $1 billion airea 


Adi Godrej, Chairman, Godrej Group prescrib 
solution: "There is a shortage of all kinds of p 
India except for the totally uneducated. The edi 
sector should be completely opened up, and 
should be an independent regulator for the sect 
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also change the influence of India around the world. 
India has the potential. If this potential intrigues you, 
then we can move on to the next interesting question: 
How do we realise this potential? What are the princi- 
ples we have to start with? 


Can We Do This? 


would agree that the goals for Indiae 75 are very 
f ambitious. Therefore, it is easy to dismiss them as im- 
practical. Yet, consider India’s struggle for free- 
dom. In 1929, when Congress declared Poorna Swaraj 
as the goal, did it seem likely? Could anyone at that time 
have articulated the details of how it can be accom- 





India's manufacturing prowess: Cars manufactured in 
India are getting shipped out from a port 


plished? The key was that it was a worthy goal. All 
Indians could relate to it. But the means had to be dis- 
covered. If one had applied the test of availability of re- 
sources and the record of the previous two hundred 
years of British ascendency, including the results of 
the first War of Independence in 1857, the goal would 
have looked impractical. 

The successes of India in food production—the 
Green revolution, the White (milk) revolution—and 
the development of space technology are all worthy of 
note. The Club of Rome in their Limits to Growth 
predicted that “catastrophic” food shortages in India and 
Africa may turn into “apocalyptic” famines by 2010. The 
green revolution made India self-sufficient in food. 
Underinvestment in agriculture for over a decade has re- 
sulted in current food problems all of which are re- 
versible. India today is the largest producer of raw 
milk. Did anyone believe in 1980s that India would be 
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RESURGENT INDIA IS SLOWLY, BUT SURELY, 
A its presence felt in global 

trade. Since 2004, its share in 
world trade has gone up significantly. 
According to World Trade Organisation 
(WTO) statistics, India’s share in total 
world trade (which includes trade in both mer- 
chandise and services sector) has gone up from 
just over 1 per cent in 2004 to 1.5 per cent in 2006. And 
it's estimated that India’s share may well double from its 
2004 level to cross 2 per cent by 2009. Much of this im- 
pressive performance has been due to robust growth in ex- 
ports. In 2004, exports stood at a little over $63 billion. 
In 2007-08, exports topped $155 billion. India’s total mer- 
chandise trade—exports and imports together—will be al- 
most $400 billion this past year, accounting for 1.2 per 
cent of world trade. If the trade in services is added to this, 
India's trade with the world would touch $525 billion. 

Enthused by past performance, Commerce Minister 
Kamal Nath has set a target of 5 per cent share of the world 
trade by 2020. Says Nath in his foreword to the "Foreign 
Trade Policy 2008-09": "Considering that world trade is 
itself increasing, this would translate into an eight-fold in- 
crease in absolute terms. Ambitious the target may be, but 
achieving it is not impossible". Given this backdrop, 
Prahalad's vision of a 10 per cent share (almost double the 
government's projections) of global trade for India by 
2022 is ambitious, but possible. Experts feel we can get 
there but it would require path-breaking initiative by the gov- 
emment. Says Subir Gokam, Chief Economist, Standard & 
Poor's Asia Pacific: "There would be a rising tide effect. We 
are one of the fastest growing economies in the world and 
that is likely to increase our share of the global trade as well. 
But if we are to touch 10 per cent then we'll need both pol- 
icy and administrative reforms." 

Infrastructure and labour reforms top the agenda. 
"Labour laws are a huge deterrent to investment in large- 
scale operations by entrepreneurs, and that affects our 
competitiveness compared to countries like China," says 
Gokarn. Poor infrastructure blunts the edge as well. 
Factories have to grapple with power outages, substandard 
road networks and congested, primitive ports. Says Ajay 
Sahai, Director General, Federation of Indian Export 
Organisations: "Availability of cheap and continuous 
power is the biggest stumbling block." The problems 
are well known. What India needs is imaginative solutions. 
RISHI JOSHI 
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a credible player in space and launch 11 satellites 
simultaneously? 

Let us look at India's gains during the last 15 years. 
| can relate to these changes at a very personal level. 

When in 1994, I suggested to a select group of CEOs 
that they must build multinational firms from India 
(Indian MNCs) rather than be paralysed by the entry of 
multinationals in the Indian market, it looked far 
fetched. Very few, if any Indian, CEOs thought it was 
possible at that time. Today, Indian MNCs are a reality. 

Similarly, 10 per cent growth and 10 million new 
jobs per year (10/10 programme) looked impossible in 
2000. The idea was ridiculed. 
One was reminded of the tra- 
ditional Hindu rate of growth 
of 3-5 per cent. But India is 
growing at close to10 per cent; 
some states are growing at 15 
per cent plus. India is yet to 
generate 10 million new jobs a 
year. But that can happen if 
we put our mind to it. 

The poor of India were 
seen as a burden. Converting 
the poor into micro-consumers 
and micro-producers—recog- 
nising the fortune at the bot- 
tom of the pyramid—has 
changed the character of the 





PREAD ACROSS 50 ACRES IN WHITEFIELD, 
Ge GE's John F. Welch 
Technology Centre is seen as a beacon 

of high-end innovation in India. Over 3,500 
employees at the centre have filed nearly 
700 patents as the centre has evolved into 
the most publicised success of industrial innovation 
in India. "Indian engineers have made many break- 
through innovations for us and this is reflected in our rapid 
growth," says Guillermo Wille, Managing Director of JFWTC. 
At the opposite end of the spectrum, a raft of mostly 
anonymous innovators across the informal sector has devised 
as many as 75,000 innovations, 80 per cent of them in the 
last eight years, according to Anil K. Gupta, Executive Vice 
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India's low-cost engineering wonder: 
Ratan Tata at the launch of the Nano 





economy. Yes, there are still 200 million Indians who 
live in abject poverty. But the cell phone revolution, 
two-wheelers, consumer finance, and consumer goods 
of all kinds are fuelling the economy and changing peo- 
ples' lives. Cell phones have shown that there is a huge 
untapped market. Amul, rrc eChoupal, Jaipur rugs, EID 
Parry and Reliance Fresh are showing us that we can 
creatively connect subsistence farmers to regional and 
national markets. Micro-producers can get a chance to 
improve their livelihoods. 

It was just 10 years ago that most managers and 
politicians had declared manufacturing in India as a dead 
end. ^We have no hope against 
China" they said. Today, man- 
ufacturing is alive and well and 
growing rapidly. India is be- 
coming a manufacturing hub. 
Exports of manufactured 
goods are at $91 billion (Apr. 
'07-Feb. '08) and growing at 
more than 15 per cent. Others 
are taking note. Investments 
by Hyundai, Nissan, Ford, and 
Nokia are a small indication 
that not just Indians but others 
also believe that India can build 
excellence in manufacturing. 
India was not known for its 
quality. Today, many Indian 
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Chair of the National Innovation Foundation. Despite this im- 
pressive growth, critics argue that India has done little to mar- 
ket its skill in this field. According to statistics from a World 
Bank report, just over a tenth of all funding received in 
India is seed or early-stage investment. 

Experts blame a lopsided education system for this sta- 
tistic. "There is too much conformity within the education sys- 
tem, and to attempt innovation is considered a crime," says 
Gupta. Others such as Rajiv Narang, Managing Director of 
Erehwon Consulting, a Bangalore-based innovation consul- 
tancy, argue that India needs to make the transition from in- 
cremental to breakthrough innovation in the market —like Tata 
Motors appears to have done with its ultra low-cost car, Nano. 

Also needed is closer interaction between industry and ac- 
ademia. "Half my students who've obtained PhDs have 
been absorbed by industry," says Shrinivas Kulkarni, 
MacArthur Professor of Astronomy and Planetary Science and 
director of Caltech Optical Observatories, California Institute 
of Technology. That's, of course, in the US, where risk-taking 
is rewarded and innovation fetches a huge premium. India 
needs innovation-hungry employers and market, too. 

RAHUL SACHITANAND 
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VERY YEAR IN SEPTEMBER AND EARLY OCTOBER, INNOVATORS 
E the world go agog with anticipation. That's 

when Sweden-based Nobel Foundation announces the 
winners of the Nobel Prize in six disciplines, comprising 
physics, chemistry, peace, economics, medicine and litera- 
ture. In India, though, not many researchers await the an- 
nouncement with bated breath. Reason: As always, the 
prize will bypass India as there are no strong contenders in any 
field. Ever since the prize was instituted in 1895, only four 
Indians have won the prize after India's independence— 
Amartya Kumar Sen, Subrahmanyan Chandrasekhar, Mother 
Teresa and Har Gobind Khorana. 

That's unfortunate for a country that has a billion-plus peo- 
ple. "In India, the amount being spent on R&D is much lower 
than in any other developed country," says Samir Brahmachari, 
Director General, CSIR. "The country also lacks in providing the 
right kind of environment to foster innovation and application 





firms have demonstrated that they do not lag behind 
anyone in quality—be it in software development, 
manufacturing fine chemicals for pharmaceutical in- 
dustry or in automotive component manufacturing. 
These examples of extraordinary accomplishments 
suggest that India can change its developmental tra- 
jectory. These accomplishments also allow us to extract 
principles behind these accomplishments against all 
odds and conventional wisdom. What are the princi- 
ples of “game changing accomplishments"? 
1. Focus on the future and not on the past, or on the 
trajectory of the past: Building Indian MNCs or de- 
veloping private sector solutions to alleviate poverty are 
clear departures from the past. Decide on the de- 
sired outcome, put a stake in the ground and then de- 
velop the means to get there. Start with a clear goal and 
focus on discovering the means. We don't have to 
know the details of *how to" before we commit to 
these goals. It is enough if we can identify key mile- 
stones. This process is not about becoming more ef- 
ficient but becoming different. 


2. Aspirations must exceed resources: Entrepreneurship 
and innovation are the key elements behind every 
one of the accomplishments described above. The 
goals must, by design, exceed resources. This mismatch, 
by design, is at the heart of innovation. Therefore, the 
often-asked question: do we have the resources that are 
inappropriate? The questions should be: how do we ac- 
cumulate resources rapidly? How do we learn at low 
cost? How do we leverage available resources? And 
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of the discovery for great scientific or social sig- 
nificance, a prerequisite for winning the Nobel Prize." 
Despite the constraints, can India produce Nobel Prize win- 
ners? Yes, says R.A. Mashelkar, Brahmachari's predecessor. 
"Indians can always argue that we do not win the Nobel be- 
cause our investment levels are low, but what actually mat- 
ters is how we can make people think out of the box," con- 
tends Mashelkar. Thought leadership, and not just scientific 
innovation, will happen when India starts educating its peo- 
ple differently. "Despite its importance, innovation is severely 
neglected in many educational systems. We find it astonishing 
that things like ‘innovation’ and ‘creativity’ simply do not exist 
in our schools," says Brahmachari. Adds Mashelkar: "Indian 
scientists and institutions are risk averse. We must take 
risks. We must be more tolerant of failures." Most importantly, 
research must get lucrative enough to spur innovation. 
MANU KAUSHIK 


most importantly, how do we change the game to our 
favour? 


3. Imagination is more important than analysis: We 
tend to analyse and often use past data to justify future 
direction. But imagination is about amplifying weak sig- 
nals, connecting the dots, and seeing a new pattern of 
opportunity emerge. We have to imagine a new India; 
India@75 that is not just continuation of the devel- 
opmental path that got us to India@60. What data 
analysis could have led us to believe that India could 
boast of MNCs or that we would have 300 million 
cell phone users? 

India has one further advantage. All the problems 


. that India faces—in primary health, education, farm- 


ing, water, pollution, corruption, or in infrastruc- 
ture—are very well researched and documented. India 
can, therefore, focus on finding creative solutions. 
We have to move away from, *We have all these 
problems and, therefore, we can't accomplish these 
stretch goals" to a mindset that says, *We know all our 
problems, therefore, we can solve them". 


The Socio-political Context 


obody for. ih a atio d oi of paper. 
INI Neither does India. The innovations that are re- 
quired for reaching the potential of India@75 
must be undertaken within the socio-political system 
that exists today. We have to isolate the critical prin- 
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ciples that define the context and to which we can all 
subscribe. We must then embrace them as constraints 
within which we have to operate. Innovation, in India's 
development, must be *innovation within broad con- 
straints". Let us understand what these are: 

1. Not poverty but inequality: Rapid economic de- 
velopment can get people out of abject poverty fast. 
However, the economic benefits of rapid growth are 
spread unevenly. The educated IT workers get the 
benefits of rapid growth. However, the uneducated— 
rural and urban—may not participate equally in the ben- 
efits of growth in the short term. Inequality of oppor- 
tunity, incomes, and social and economic mobility is a 
consequence. Inequalities can create social tensions. 
Therefore, the first constraint that development must 
take into account is the need to moderate inequalities. 
Inclusive growth should not just be a slogan but an im- 
portant operating principle for entrepreneurs, politicians 
and bureaucrats. 


2. Changing the price-performance envelope: Inclusive 
growth requires that we pay attention to building 
awareness of products and services, creating access 
for all, ensuring affordability, and continuous avail- 
ability. The 4As of emerging consumer markets is fun- 
damental to building the economic strength of a coun- 
try such as India. This means that western models do 
not easily fit with the needs of Indian markets; especially 
as we focus on straddling the economic pyramid. The 
challenge is to build *world class products and services" 
at a new price-performance level (new value equa- 
tion) that has never been tried before by established 
MNCs. India has a very large number of examples—$30 
cataract surgery (Aravind Eye hospital), $2,500 car 
(Tata Nano), $0.01 cell phone minute (Airtel), $0.01 
shampoo in a sachet (Hindustan Unilever), or $25 
micro loans. Many such experiments demonstrate that 
we can straddle the pyramid and that this can be done 
commercially. We can “do good and do well". This ap- 
proach and mindset is critical to converting India's 
demographic liability (large and poor population) into 
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a demographic dividend. Micro-producers and 
micro-consumers that can fuel the economy cannot be 
built unless we build business models that dramatically 
alter the price-performance equation. 


3. Universal access to high technology solutions: 
Focus on reducing inequality and making participation 
universal by straddling the pyramid requires that we 
focus on high technology solutions. Whether it is 
biotechnology to improve the productivity of subsistence 
farmers, or helping rural poor get world class healthcare 
through telemedicine, or improving the farm-city lo- 
gistics with RFID tags and advanced IT systems, a critical 
ingredient is to harness the benefits of modern tech- 
nology. We must start with the view that India should 
not replicate the development process of the West or 
China. India must leapfrog. Simply stated: avoid land 
lines, go wireless; avoid paper ballots, go electronic; 
avoid bank branches, go mobile and digital. We already 
have experienced the ability of technology to make 
progress inclusive. 


4. Economic growth and ecological vitality: Imagine a bil- 
lion people consuming products and services at a mini- 
mum level of quality—be it milk, fruits and vegetables, 
or fish. Similarly, a billion people living in homes with 
electricity, sewage system, TVs, and hopefully pcs and 
other such devices. A billion people who move around. 
The production and consumption of an economy of this 
magnitude will put enormous pressures on all ecosys- 
tems—water, waste management, pollution and re- 
source use. Ecological vitality is already being compro- 
mised—be it deforestation, pollution of waterways and 
rivers and cities. Innovations are required to provide this 
economic growth and at the same time avoid harming the 
environment beyond repair. Alternate sources of en- 
ergy, new modes of transportation, building of hun- 
dreds of self-contained cities to cope with rural-urban mi- 
gration, better traffic management and healthcare will all 
be needed. Ecological issues will be of paramount im- 
portance. Ecological sensitivity is needed in conjunction 
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with increasing consumption and 
production. It should not be 4 ry 
“either-or”; it must be rapid S 


Global Scale 










Inequalities are unacceptable. We 
have assumed, implicitly, that if 
© we have to straddle the pyra- 


economic growth and eco- ¥ THE SANDBOX mid, by definition Indian 
logical stewardship. ห ั ง i FOR ECONOMIC % firms must achieve global 
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5. Focus on gover- Innovations Within plied in suggesting that 
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country has deteriorated 

in its governance capabil- 
ities. Corruption is endemic. 
An analysis of data from 175 
countries around the world com- 
paring per capita income (World 
Bank), human development index 
(UNDP) and corruption index 
(Transparency International) confirms our intuition. 
There is a very high degree of correlation between income, 
corruption and human development. Simply stated: 

a) No country that does not develop its 

people is rich; 

b) No country that is corrupt is rich; 

c) No country that is corrupt develops its 

human capital. 

This should give us a cause for concern. India is at the 
low end of all these three measures; in per capita income, 
117 among 177 countries (in Human Development 
Report 2007/2008), 128 in human development among 
177 countries (in Human Development Report 
2007/2008) and ranks 72 among 180 nations in cor- 
ruption (as per Transparency International's report). No 
major country occupies this undesirable position. We can 
estimate the cost of corruption to the econamy—delays, 
poor quality, underdeveloped infrastructure, misallo- 
cation of resources, low productivity of public services— 
in the region of purchasing power parity of $10-15 tril- 
lion. The country cannot afford to pay this price. 


Constrained Innovation 


We have to start with the potential of India. India@75 
is a perspective on the potential. It denotes a level of 
economic, social and intellectual vitality that is a quan- 
tum jump from where India is today and where the cur- 
rent trajectory will take us. That requires a “quantum 
jump"—in our ambitions, capabilities, and capacity 
to innovate. Secondly, this calls for a quiet confidence 
in the indigenous capacity to “leapfrog” current best 
practices and create next practices; to turn conventional 
wisdom on its head. 

Then we have to focus on the socio-political context 
within which we have to innovate. I like to think of the 
constraints outlined above as “non-negotiable”. We 
cannot ruin the environment, and neither can we toler- 
ate poor governance that slows the country down. 
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Market Based 


30 of the Fortune 100 
firms. We have also as- 
sumed that we will primarily 
use market mechanisms—trans- 
parency, the rule of law, and 
recognition of the true economic 
costs of all activities. Government's 
primary role is regulating economic ac- 
tivities and providing good governance. We can, there- 
fore, visually capture the opportunity in the form of a 
sandbox (see Tbe Sandbox for Economic Development): 
As long as our march to India@75 is based on 
innovations within these constraints, we would have 
built a fundamentally new model of development on a 
scale never before witnessed. It would also be an 
alternative to the much-touted *Chinese model". 


Conclusion 

India stands at an inflection point. The last 15 years have 
given India the confidence that it can *play in the major 
league". India must put its development on a different tra- 
jectory. India@75 is an approach to this very desirable 
end. India can do this if we start with imagination, 
courage, passion, empathy for fellow Indians across the 
socio-economic spectrum and humility. Analysis of the past 
will not get us there. India has the opportunity to build a 
socially equitable, diverse culture that can be the beacon 
to the whole world. This is the opportunity. At midnight 
on August 15, 1947, Jawaharlal Nehru asked the mem- 
bers of the Constituent Assembly to take a pledge: 

“At this solemn moment when the people of India, 
through suffering and sacrifice, have secured freedom, 
I—a member of the Constituent Assembly of India, do 
dedicate myself in all humility to the service of India and 
her people to the end that this ancient land attain her 
rightful place in the world and make her full and will- 
ing contribution to the promotion of world peace and 
the welfare of mankind.” 

Let us imagine a billion people taking this pledge. 
India@75 will be a reality. 8 
Prof. C.K. Prahalad is the Paul and Ruth McCracken Distinguished 
University Professor at the Ross School of Business, University of 
Michigan, and author of several path-breaking books, most 
recent of which is entitled the New Age of Innovation and is 
co-authored with colleague M.S. Krishnan 
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What Was Your 
Fund Manager Doing... 


nm ...when the stock markets were crashing? - 
น e most of them could do to prevent 
pur wealth from eroding. RACHNA MONGA 
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OR THE FIRST TIME IN FIVE 
years of investing, Amit 
Gupta, a 31-year-old bank- 
ing professional in 
Mumbai, didn’t sign a cheque for 
an equity fund. Stung by an erosion 
of 45-50 per cent in his fund port- 
folio in just six months, Gupta 
doesn’t plan to make fresh invest- 
ments in funds. Instead, he plans to 
allocate money for directly buy- 
ing a small basket of stocks, even if 
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that means spending more time 
on research and constant moni- 
toring of share prices. 

Gupta isn’t a great advertise- 
ment for the mutual fund indus- 
try, which, for its part, is doing its 
bit to introduce more Indians to 
the equity cult (mutual fund pene- 
tration, after all, is still just 5 per 
cent in the country). What's worse, 
Gupta wouldn't be the only in- 
vestor who is losing faith in funds. 





gs 





When close to half of the net asset 
value (NAV) of an equity fund erodes 
in some seven months, telling in- 
vestors that mutual funds are a less 
risky way of investing in stock mar- 
kets makes little sense. To put it 
plainly, a host of schemes has per- 
formed worse than the mainline 
market indices. 

Between January 2008 and July 
25, Indian stocks, as represented 
by the Sensex and the S&P CNX 


Nifty, fell 30 per cent. The di- 
versified equity funds category 
lost 35 per cent. Only 29 of 163 
equity funds could outperform 
the Sensex or S&P CNX Nifty 
Index. The report card isn't that 
gloomy when funds are com- 
pared against the broader market 
index, such as the S&P CNX 500 
Index that fell by 36 per cent. 
Yet, only 83 funds could manage 
to beat this index. 


Testing Times 

Not since the technology crash of 
2000 have an equity fund man- 
ager's convictions and invest- 
ment strategy been tested—and 
the perils of running a concen- 
trated portfolio exposed. 
Comparisons with indices may 
yield sweeping and simplistic re- 
sults, but the fact is that most 
equity funds are complex ani- 
mals: their portfolios are often a 
mix of large-cap and mid-cap 
stocks; some fund managers tend 
to move in and out of sectors 
over the short term; others like to 
take contrarian calls; and the 
more adventurous lot even fancy 
exposure to derivatives. The short 
point, however, is that most of 
these strategies have come a crop- 
per in a volatile market. 

Nilesh Shah, Deputy MD, 
ICICI Prudential AMC, acknowl- 
edges that fund houses missed a 
trick or two. But he points to a 
"fundamental difference" in this 
time's wealth erosion vis-a-vis the 
tech wreck at the turn of the cen- 
tury. "In 2000, it was our call (of 
the fund community) on the busi- 
nesses that went wrong. This time, 
there is no business that has van- 
ished or company that has gone 
bust. We erred on the valuation as- 
pect of the business," explains 
Shah. Adds Sukumar Rajah, Chief 
Investment Officer (Equities), 
Franklin Templeton Investments: 
“In the recent rally till January 
2008, valuations of stocks/sectors 
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had not moved up as much as they 
had in the technology boom of 
2000. The underlying drivers, 
though, are similar—unrealistic 
growth expectations and specula- 
tive activity.” 

Business Today’s analysis of 
fund strategies and investing themes 
reveals that funds that chased “hot” 
sectors like real estate and banking 
were hit the hardest. Those that 
had a more moderate game plan, 
with a fair sprinkling of stocks from 
“defensive” sectors (like consumer 
goods and pharmaceuticals), along 
with those who chose not to sit on 





excess cash, got away with rel 
atively less damage to their NAVs. 
Here are some of the strategies 
that worked best in a falling 
market. 


International Diversification 
The theme that worked like a 
charm was international diver- 
sification. As Indian (and 
Chinese) stock markets proved 

to be the worst performers 
among emerging markets, it 
made ample sense for managers 

to invest overseas. Funds that 
did this, like Fidelity Internat- 
ional Opportunities, Templeton 
India Equity Income Fund and 
ICICI Pru Indo Asia Equity Fund 
(retail option), lost just 22-25 
per cent during January-July 
2008. These three funds have a 
mandate to invest up to 30-35 
per cent in overseas stocks. 
Fidelity's fund exposure was 
spread across companies in 
Australia, South Korea and 
Franklin's fund had bought into 
Mexican and Russian equities. 
What also helped these three 

funds outperform their peers, 
along with the market indices, is 
their reluctance to bet the house 
on the high-growth, volatility- 
prone sectors. None of them, 
for instance, had exposure to 
real estate or construction. In 
fact, Rajesh Singh, a fund man- 
ager at Fidelity, warned investors in 
the fund house's newsletter of 
December that he was wary of mo- 
mentum plays and was underweight 
on sectors such as utilities, real estate 
and power. “In the utilities space, 
we remain wary of ‘vision’ stories 
that carry with them significant ex- 
ecution risks... real estate stocks 
look expensive and we see a sig- 
nificant oversupply risk over the 
medium term." Funds riding the 
"opportunities" theme lost berween 
34 and 41 per cent. When markets 
are peaking, the focus inevitably is 
on momentum, and the temptation 
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"There is a 'fundamental differ- 
ence' in (today's) wealth erosion 
vis-a-vis the tech wreck 

at the turn of the century" 


Nilesh Shah 
Deputy MD/ ICICI Prudential AMC 
PRET OSS WIE TTS 


to stay away from the safe but hum- 
ble returns of defensives is very 
real. That explains why most 
funds—not even many of the so- 
called contrari: 
willing to court pharma stocks in the 
December-January period. UTI 
Contra and the Tata Contra Fund 
were the only ones to have pharma 
stocks making up more than 5 per 
cent of their portfolios. Unsur- 
prisingly, Uri Contra lost the least in 
the contrarian category—31 per 
cent as against a 42 per cent hit for 
DBS Chola Contra, the worst loser in 
the peer set of eight. 

The funds that lost the least 
were the ones that neither plunged 
headlong into hot stocks nor in- 
creased their cash position dur- 
ing January to June, but had ex- 
posure to defensives such as 
pharma. In the January-March pe- 
riod, funds such as Templeton 
India Growth, HDFC Equity, and 
Quantum Long Term Equity, did- 
n't have more than 5-6 per cent 
cash in their portfolios. Still, they 
managed to control the losses as 
they were among the least losers. 





92 BUSINESS TODAY AUGUST 24 2008 


H.K. RAJASEKHAR 


“In the recent rally, valuations of 
stocks/sectors had not moved 
up as much as they had in the 
technology boom of 2000" 


Sukumar Rajah 
CIO (Equities)/ Franklin Templeton 
1 ร เพ ด ชะ ธั D RC 2 # le 


Sukumar of Franklin Templeton 
believes a strategy of limiting ex- 
posure to momentum sectors and 
not attempting to time the mar- 
ket with a high cash position might 
result in short-term underperfor- 
mance, but helps in delivering bet- 
ter returns over the long term. 
Sukumar would know what he's 
talking about—Franklin Templeton 
is one of just two fund houses that 
weathered the bear market of 
2000, too (the other house is 
Zurich Mutual Fund's scheme, 
which was later taken over by HDFC 
Mutual Fund). Sandeep Kothari, 
Portfolio Manager at Fidelity 
Investments, says that instead of 
staying with cash, his funds shifted 
focus towards more liquid stocks 
even as they pruned holdings in 
mid-cap stocks. 

But there were fund houses that 
did use cash as a cushion. Mihir 
Vohra, Senior Vice President and 
Head of Fund Management 
(Equities), HSBC Asset Management 


(India), is known for his style of 


moving in and out of sectors as 
and when valuation equations 





"Instead of staying with cash, 
(our) funds shifted focus to liq- 
uid stocks even as we pruned 
holdings in mid-cap stocks" 


Sandeep Kothari 
Portfolio Manager/ Fidelity Investments 
SEED 5 ล ด 0 


change. In between entering anc 
exiting, he doesn't mind sitting or 
cash until he finds an opportunity 
Till end-2007, HSBC Equity Func 
was bullish on cement, constructio 
and industrial goods, which ac 
counted for 15-18 per cent of it 
portfolio. By end-June this year, i 
had brought that holding down t 
5 per cent. Exposure to banks ha 
halved to 7 per cent over this pe 
riod. The cash portion went uj 
from 5 per cent to almost 20 pe 
cent, which helped restrict the fal 
in NAV to 28 per cent. “When yor 
play the valuations game, there is al 
ways a risk of booking profits earl 
as markets could favour certaii 
sectors for a longer period thai 
you think. So, we didn't really tak 
a cash call but booked profits a 
regular intervals between Januar 
and June,” says Vohra, who doesn’ 
like to take his eye off valuations 
apart from fundamentals. 


Sitting on Cash the Safest Be 


Clearly, sitting on cash as the indice 
slid was a resort for many manager: 
Towards the end of January, onl 
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17 equity funds held more than 
10 per cent of their assets in cash. 
That number went up to 51 by 
March and to 63 in June. Some 
funds even had cash holdings of 
25-30 per cent. 

The funds that got truly rav- 
aged were the theme-based and 
the mid-cap-focussed ones. JM 
Financial's three funds were 
among the top losers. On a small 
asset base, JM HI FI’s NAV eroded by 
53 per cent and the Emerging 
Leaders Fund was down 48 per 
cent. Indeed, both of them are 
thematic funds and had raked in 
superb returns in 2007. As on 
December 31, construction and 
industrial goods were the top sec- 
tor preferences in most of the 
funds of JM Financial. “Our in- 
vestment style in these funds was 
to take aggressive and concen- 
trated bets. It paid off well in 
2007, when we significantly out- 
performed the broader markets. In 
the context of the recent fall in 
markets, our losses are marginal,” 
shrugs Sandeep Sabharwal, Chief 
Investment Officer (Equities), JM 
Financial Asset Management. He 
added that the funds had a mid- 
cap bias and suffered due to a 
sharp correction in that space. But 
his funds continue to believe in 
the construction sector as 
Sabharwal feels the concerns about 
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“We built a portfolio around 
engineering stocks assuming 
that margins will expand due to 
a fall in raw material prices” 


Sanjay Sinha 
CIO/ SBI Funds Management 
ห น อ ระ ศา พะ ร ด ๕ ว ห ร ร ยะ % 


its prospects are overblown. 


More Funds Hit Rock-bottom 


Another set that hit rock bottom 
was SBI Funds Management's 
Magnum Global (a mid-cap fund) 
and Emerging Businesses funds. 
Both were heavily biased towards 
infrastructure, and were down 
43 per cent and 47 per cent, re- 


spectively. Sanjay Sinha, Chief 


Investment Officer, SBI Funds 
Management, explains that the 
turnout of events defied economic 








"In 2007, we significantly out- 
performed the broader markets. 
In the context of the recent fall, 
our losses are marginal" 


Sandeep Sabharwal 
CIO (Equities)/ JM Financial 
OU SC CIC 


logic. “When the subprime crisis 
in the US came out in open 
in January, it was expected that 
commodity prices will fall due to 
a slowdown in the US. So, we had 
built a portfolio around engineering 
stocks assuming that margins will 
expand due to a fall in raw material 
prices. But commodity prices kept 
going up, thereby upsetting the ear- 
lier calculations,” he says. Sinha has 
reduced his holdings in infrastruc- 
ture stocks, but remains bullish on 
the sector’s prospects. 

Other funds are in damage- 
control mode. ABN AMRO Asset 
Management's three equity-oriented 
funds, which figured among the 
top 20 losers, were overweight on 
mid-cap stocks in the capital goods 
sector. K.C. Reddy, Chief 
[Investment Officer, who came on 
board in June, says that attempts 
are being made to rebalance the 
portfolio towards stocks that can 
perform better in a tough environ- 
ment. Reddy's challenge—and for 
that matter the challenge for the 
entire fund manager community— 
is to find that right basket that can 
outperform the market. 8 
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Falling oil prices, coupled 
with expectations of a 
last-gasp burst of 

reform from a desperately 
cobbled-together 
coalition, offer a 
glimmer of a bear 
market on its last legs. 
But the by-now-familiar 
twin demons of rising 
inflation and interest 
rates cloud a 

promising picture. 
VIRENDRA VERMA 





"FALSE DAWN" IS AN 

atmospheric anomaly 

that would have you be- 

lieve that the sun is 

about to rise a couple 
of hours before it is supposed to. Of 
course, it doesn't. The phrase is of- 
ten used as a metaphor for illu- 
sion—when you start to feel that a 
turnaround in fortunes is on the 
cards when it isn't. Last fortnight, 
there was plenty to suggest on Dalal 
Street and at the Centre—and on 
Wall Street, too—that the bear hug 
on the stock markets is about to 
end, and the bulls could be ready to 
creep out of the shadows. For 
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Relief Rally 


Both the Dow and the Sensex have got 
some respite. 
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starters, the survival of the United 
Progressive Alliance (UPA) govern- 
ment—at the expense of the Left 
parties—triggered the hope that a 
burst of reforms would be squeezed 
in just before the next general elec- 
tions. Around the same time, crude 
oil prices finally paused for breath 
after hitting highs of close to $150 
per barrel; at the time of writing 
they had settled at $125.30. The 
first quarter results weren't an out- 
right disaster (if profit growth is 
down, it's because of provisioning 
for mark-to-market forex losses). 
Operationalising the India-Us nu- 
clear deal seems a reality, and the 
monsoons are showing signs of re- 
vival. That's more than adequate 
reason for punters on the street to 
cheer, after months of being mauled 
by the bear. 

The relief of falling crude prices 
was felt globally, and triggered a 
rally of sorts. Between 16th and 
31st July, the Dow Jones in the us 
gained 139 points. The Indian mar- 
kets outsmarted the Dow gaining 
1,780 points in that period. After 
months of furious selling, foreign in- 
stitutional investors (Fils) finally 
turned net buyers—they bought 
shares worth $15.5 million in the 
July15-31 period as against sales 
of $6.62 billion in 2008. The billion 
dollar question: Is this rally for real, 
and is it here to stay, sweeping aside 
worries of still-rising inflation, high 
interest rates and, consequently 
lower economic growth? 

Back home, clearly the biggest 
trigger for sentiment revival is the 
expectation that reforms will get a 


Good news isn't scarce... 


@ Crude oil prices had fallen to $125.30 per barrel at the time 
of writing, from a recent all-time high of $148.6 


@ Early signs of scanty rainfall have disappeared and the 


monsoons seem to have revived 


@ Promise of reforms like disinvestment of PSUs, and an 


increase in FDI limits in select sectors 


“Initially, economic 
reforms that do not require 
Parliament approval 

will be dealt with” 

Manish Sonthalia/ Motilal Oswal 


kick-start. Disinvestment in state- 
run companies, an increase in for- 
eign direct investment (FDI) in the in- 
surance and media sectors, and do- 
ing away with the cap of 10 per 
cent on voting rights in private sec- 
tor banks are just some of the pro- 
posals that market men expect to be 
given the go-ahead. “Initially, eco- 
nomic reforms that do not require 
Parliament approval will be dealt 
with,” says Manish Sonthalia, Senior 
Vice President, Research and 
Strategy (Retail and Private Client 
Group) at Motilal Oswal Securities. 







and rein in growth 





He says one such reform expected is 
disinvestment of public sector un 
dertakings and the sale of a residual 
stake in some of the state-1 
panies. Macquarie Securities, in a 
Strategy note, adds disinvestment 
of state enterprises is high on the 
priority list as it will also help the 
government stave off some of the 
fiscal pressures building up 

That the government 15 1 
mood to get on with things was | 
ident last fortnight when it an 
nounced that private asset m: 
ment companies—HSBC AMC, 
Reliance Capital AMC, 
Prudential AMC, along with 5i 
—would be allowed to manag 
employees' pension funds. *This is 
the first sign of government going 
for reforms," says Nikunj Doshi 
Investment Manager with Envisioi 
Capital Advisors. 

Another sector on the ret 
agenda is insurance, where the FD 
limit is expected to be raised ! 
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@ Inflation is still high and rising. RBI's target of bringin 
below 7 per cent by March 2009 appears challengi 


® Higher interest rates will slow down lending acti 


€ Although oil prices have fallen, $150 per barre 


can't be ruled out, not yet 
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per cent from 26. From a 
stock market perspective 
there are no directly listed 
insurance companies, but 
there are several listed com- 
panies that have formed 
joint ventures with foreign 
companies. The valuations 
of such companies, like 
Bajaj Finserv, IDBI, ICICI 
Bank, HDFC, and Exide 
Industries, will doubtless 
get a fillip if the FDI limit is 
propped up in insurance. 
It's not as if the opposition 
parties aren't going to op- 
pose these moves, but the 
very fact that the govern- 
ment is keen to liberalise 
will send the right signals to 
traders. *The market be- 
lieves in intention, and if 
the government's intention 
is right, the market will take 
it positively," says Doshi of 
Envision. 

Yet, it isn't as if the reforms trig- 
ger can last too long. Come 
October, and it will be time to bat- 
ten down the hatches and plan 
strategies for the next elections. 
From thereon, fundamentals will 
have to come into play. Paul 
Parambi, Head International 
Business, Kotak Mahindra Bank, 
says the behaviour of commodity 
prices, especially oil, will be most 
critical for the sentiment on the 
Indian markets among foreign in- 
vestors. He says economic reforms 
will not be sufficient to change 
investor sentiment but will be an 
added kicker on top of any sus- 
tained fall in oil and commodity 
prices, coupled with a consequent 
reduction in inflation. 

Also crucial to a sustained rally 
will be an improvement in senti- 
ment amongst the Fil tribe, which 
has been in sell mode for most of 
2008. "Reforms noises are good, 
but there has to be delivery on 
this front for foreign investors to 
be convinced," says Parambi of 
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"Reform noises are good 
but there has to be 


delivery on this front" 
Paul Parambi/ Kotak Mahindra 


Kotak, which advises foreign in- 
vestors on Indian equities with assets 
of about $2 billion. 

The general view among market 
participants is that the next six 
months will be more of trading 


A MIXED BAG 


Top line growth for the 
first quarter was good, 
but net profit growth 
Slowed down. 
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market where stock price 
will move based on news 
flows, both local and global. 
Morgan Stanley, in a recent 
strategy note after the gov- 
ernment won the trust vote, 
expects a strong rally—some- 
thing similar to the one be- 
tween mid-March and mid- 
May (when the BSE Sensex 
shot up by 21 per cent). 
However, there is a dampner 
that comes along with this 
hope. “We think this is likely 
to prove to be just another 
powerful bear market rally.” 
Parambi says Indian stock 
markets have probably seen 
the worst and the sentiment 
of foreign investors seems 
to have picked up marginally 
towards India in the last few 
weeks. Kotak’s overseas 
funds have seen net inflows 
over the last quarter which was a 
particularly difficult period. 

So, how should one play the 
market in such situation? Sonthalia 
says it’s better to be a contrarian 
player for at least a year, if not 
more. For instance, many of the 
banks are now trading below their 
book value based on their current 
year earnings. The first quarter re- 
sults are to a large extent in line 
with expectations, if you leave out 

the more-than-expected forex 
losses—top line and operating 
profits growth has been impressive 
(see A Mixed Bag). 

Even if a sustained rally from 
this point is unlikely, the good 
news is that nobody is talking 
about the Sensex dipping to 
10,000 and below. “Most of the 
negatives have been factored in,” 
says Doshi of Envison. His only 
concern is that the Fils may rem- 
ain sellers, which is more due to 
their global compulsions. In that 
light, the biggest hope for mar- 
kets is if oil prices fall. If they do 
come under $100, it won't be a 
false dawn after all. พ 
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By 2017, India’s energy requirement is expected to be 
100 GW more than previously estimated. That's why it is 
imperative for India to have nuclear power as a critical 
component of its energy basket. sHALINI $. DAGAR 


VERY DAY THAT | HAVE 
been Prime Minister of 
India, I have tried to re- 
member that the first 10 
years of my life were 
spent in a village with no drink- 
ing water supply, no electricity, 
no hospital, no roads and noth- 
ing that we today associate with 
modern living. This nation gave 


NUCLEAR RENAISSANCE 
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me the opportunity to ensure that 
such would not be the life of our 
children in the foreseeable future," 
Prime Minister Manmohan Singh 
was planning to say in Parliament 
during the trust vote. 

That he never managed to de- 
liver his speech does not matter 
any more. For Singh won a deci- 
sive, if somewhat controversial, 





trust vote in Parliament. Swiftly 
on the heels of that vote of confi- 
dence, key prime ministerial 
aides—eight of them, including 
two ministers—fanned out to dif- 
ferent world capitals to lobby for 
the passage of the India-specific 
safeguards agreement through the 
International Atomic Energy 
Agency (IAEA). Prithviraj Chavan, 


The forecast for nuclear electricity generation by 
2025 is 31 per cent higher today than the projection only five years ago. 








Tarapur Atomic Power Station: 
India's plants run below capacity 
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nuclear power capacity by 2020 


40, 000 MW: nuclear 

power capacity likely if the 
do-US deal on civil nuclear 

cooperation goes through 





Minister of State, Prime Minister's 
Office (PMO), who met the Italian 
and Chinese leadership on this is- 
sue, says: "It is a paradigm shift 
that India, which has never signed 
the Nuclear Non-Proliferation 
Treaty, is getting an exemption. 
It was never a cakewalk." 
However, on August 1, it turned 
out to be precisely that as the IAEA 
endorsed the India-specific safe- 
guards agreement. Now, the cru- 
cial Nuclear Suppliers’ Group (NSG), 
which is expected to meet on 





Terms of N-dearment: The N-deal has significant economic consequence: 


August 21, needs to give its nod. 
That means more hectic days ahead 
for the PMO. But leaving aside the 
strategic and political implications, 
the nuclear push by India has sig- 
nificant economic consequences. 

Although few are willing to put a 
figure on the business potential of N- 
power in India, Br had estimated in 
an earlier story (A $9-Billion Blast, 
Business Today, December 31, 2006) 
that potentially, a $9-billion (Rs 
38,700 crore at current exchange 
rates) market is waiting to be ad- 
dressed over the next five years. The 
multiplier effect of this investment 
has not been assessed. 


Nuclear Revival 

Once the much-awaited approvals, 
from NsG and the us Congress, come 
through, India is expected to emerge 


ENERGY AT WHAT PRICE? 


as a major player in what 
called “a nuclear renaissance" 


the world. Concerns over rising fos 
sil fuel prices, energy security and 
greenhouse gas emissions have given 


a fillip to nuclear power. As 


countries that had put nuclear powe: 
on the back burner, are now 

amining their options. According to 
an International Energy Outlook 


2008 projection, nuclear electri 


generation is expected to bi pet 


cent higher by 2025 than 
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casts of only five years ago. Nucleai 


proponents also push 


their case oi 


the basis of cost efficiency and safety 
though there are dissenters as wel 


(see A Few Concerns Remi 


Yet. for India. the argument i 


fairly simple—its mam: 


requirements make it imperativi 
for it to tap all available 


India's carbon emissions are likely to double by 2017 


Power generation is dominated by coal 
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Primary energy is dominated by coal 
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Source: Global Insight (World Market Monitor); CEA; FACTS; Int 
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India's emissions will be a growing concern 
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These are the top nuclear energy 


No. of 
Reactors 


Nuclear Energy 
Generation 
(billion KWh)* 


806.6 
420.1 
267 


Country 
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Japan Ww ae 
Russia 31 
South Korea 20 
Germany 17 
Canada 18 

ina 11 59.3 


17 15.8 
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' France 


136.6 
1332 
882 


And nuclear power is crucial. A re- 
cent McKinsey & Co. report fore- 
casts that if India continues to grow 
at an average of 8 per cent over 
the coming decade, its demand for 
power will soar from 120 Gw at 
present to 315-335 Gw by 2017— 
100 Gw higher than most current es- 
timates (see Power-hungry India). 





"It's very important that 
India reduces its 
dependence on 
hydrocarbons" 

Adi Godrej/ Chairman/ Godrej Group 
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One of the authors of the rep- 
ort, Vipul Tuli, Partner, McKinsey 
& Co., believes that while “coal 
will continue to dominate our fuel 
mix for a long time to come, nu- 
clear energy will be a critical op- 
tion a few decades later as India's 
emissions rise”. 

In the short term, high prices 
of oi! and natural gas may improve 
the economic viability of coal-fired 
generation for coal-rich India. 
Simultaneously, emissions, too, will 
rise—both in absolute and per capita 
terms—as the economy trots along 
(See Energy at What Price?). Adi 
Godrej, Chairman of the Godrej 
Group, says: “It’s very important 
that India reduces its dependence on 
hydrocarbons.” Other clean energy 
sources, such as wind or solar 
power, are not expected to con- 
tribute more than 20-30 GW in an- 
other decade. 

Add to that the energy security 
angle—India remains an importer of 
key energy-related products, in- 
cluding coal—and the case for nu- 
clear energy becomes even more 
compelling. In the 1970s, concerns 
about supply security were a major 
cause of nuclear expansion in both 
Japan and France (see Tbe World 
Leaders). India seems to be poised on 
a similar cusp. Environment think- 


tank TERI’s Executive Director, Leena 
Srivastava echoes Godrej's senti- 
ment. *Nuclear energy is definitely 
an attractive option as it is a clean 
form of energy that will help re- 
duce carbon emissions," she says. 


Big Business Opportunity 
If the NsG and the us Congress vote 
in India's favour, as both are ex- 
pected to, many doors will open 
up for India and its corporate sector. 
International trade in nuclear ma- 
terials, technologies and equipment 
will open up immediately. 
Currently, a uranium shortage 
leads to Indian nuclear reactors func- 
tioning at less than 65 per cent ca- 
pacity. With the deal, fuel supply 
will not be an issue. "India will also 
get access to uranium exploration 
and mining technology, which will 
allow us to explore and tap ura- 
nium deposits within the country," 
says S.K. Jain, Chairman and MD, 
Nuclear Power Corporation of India 
(NPCIL), the only operator in India at 
present, apart from sister company 





"Much will depend on the 
details of the sites, scale and 
technology. It is a long-term play" 


Tejpreet Singh Chopra 
President and CEO/ GE India 
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POWER-HUNGRY INDIA 


India will need much more power by 2017 than 
aiia estimated. a 
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Bhavini. Subsequently, *we have a 
roadmap laid out. One option is 
that we can continue to buy reactors 
on commercial terms through ex- 
isting government-owned compa- 
nies," says Chavan. Here, apart from 
NPCIL it is companies like NTPC, 
which could have a role to play. 

Jain believes that if four sites 
are chosen, each with 6-8 reactors, 
then a nuclear park, capable of gen- 
erating 30,000-40,000 Mw, could 
become a reality. General Electric, a 
large supplier of nuclear equipment, 
is waiting eagerly for details of the 
plans. GE's India chief, Tejpreet 
Singh Chopra, says: *Nuclear 
equipment is a core business for 
us. We can provide competitive 
technology solutions in this area, 
but this is a long-term play. Much 
will depend on the policies an- 
nounced—the sites, the scale, tech- 
nology and other specifics." 

In the interim, it is companies 
like the Hyderabad-based MTAR 
Technologies that will prosper. The 
privately-held precision equipment 
maker is a major supplier to NPCIL. 
"We are geared up quite well to 
undertake not only current NPCIL 
orders but have also gone in for 
expansion to accommodate future 
technologies and new global proj- 
ects," says K. Vamshidhar Reddy, 
Executive Director, MTAR 
Technologies. Probably sensing the 
opportunity and promise, US pri- 
vate-equity giant, The Blackstone 


Group, last year, invested $65 mil- 
lion (about Rs 260 crore) for a 26 
per cent stake in MTAR. 

Apex industry chamber ricci 
believes that nearly 400 large and 
small Indian companies could ben- 
efit immediately from the deal as 
nuclear commerce with India be- 
gins. For larger companies such as 
Larsen & Toubro, the opportunities 
are huge. L&T, incidentally, already 
has a tie-up with Japanese com- 
pany Mitsubshi Heavy Industries. V. 
Raghuraman, Principal Advisor, 
Confederation of Indian Industry 
(CI), points out that spin-off benefits, 
in terms of the opportunity to de- 
velop a nuclear supply chain in India, 
too, are considerable. *There is no 
question of putting a number to the 
opportunity. The whole world will 
be our market,” he says. 

However, private ownership of 
atomic utilities will need amend- 
ment of the Atomic Energy Act, 
1962. That, Chavan says, may de- 
pend on political compulsions. 

There will, however, be signifi- 
cant challenges going forward. 
Funding is likely to be one such is- 
sue. CIs Raghuraman says that “at 
present, financial institutions may 
not be ready to fund these capital- 
intensive projects". According to a 
recent report by Moody's, nuclear 
generating technology is very costly, 
potentially reaching over $7,000 
per kilowatt (KW) of capacity—by 
some estimates almost twice as 
much as new, scrubbed coal-fired 
power plants and three times as 
much as new, combined cycle nat- 
ural gas plants. 

But that's way into the future. 
For now, the government's imme- 
diate priority is to steer India's nu- 
clear ambitions through the two 
remaining finish lines and, thus, 
end the N-Apartheid that has con- 
tributed to keeping India energy- 
deficient. The rest will follow, al- 
most as a corollary. ไพ 
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Serum Institute has perfected the art of 
low-cost, high-quality vaccines. BT takes a 
look at the company's DNA. T.v. MAHALINGAM 


I THE CORPORATE HEAD- 
quarters of Pune-based 
Serum Institute of 
India, photographs of 
the Poonawalla family 
(which owns the institute) adorn 
conference rooms. Photographs 
of Cyrus Poonawalla, his wife 
Villoo and son Adar Poonawalla 
pressing flesh with the likes of 
Senator Hillary Clinton, Prince 
Charles, Larry King, A.P.] Abdul 
Kalam and Prime Minister 
Manmohan Singh are testaments 
to their circle of influence—an 
influence that is r^ther because 
Poonawalla senior is a bon vivant 
glossies love to write about, nor is 
it for owning a renowned stud 
farm that has produced more than 
250 Classic winners to date. This 
recognition stems from the fact 
the Serum Institute of India is the 
fifth-largest producer of life-saving 
vaccines in the world and, two 
out of three children in the world 
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are vaccinated by a Serum 
Institute of India vaccine. Also, 
the company is the lowest-cost 
producer of vaccines globally. *In 
all, we sell our vaccines across 
140 countries," says 27-year-old 
Adar, who is Director (Opera- 
tions) at the Institute and heir to 
the Poonawalla fortune. 


Making of the Success Saga 
The institute's growth story is a 
weil-chronicled and oft-repeated 
one. Started in 1967 by Cyrus 
Poonawalla, a commerce gradu- 
ate, the institute commenced op- 
erations with Tetanus Antitoxin 
and anti-snake venom serums, 
which were in short supply in the 
country. By early 1990s, the com- 
pany was manufacturing a range 
of affordable vaccines for rabies, 
measles, and hepatitis-B among 
other diseases. But, it was still 
largely focussed on the domestic 
market. The big break came in 
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HEADQUARTERS: Pune 

CORE BUSINESS: Vaccines 

REVENUES: Rs 987 crore (2007-08) 
NET PROFIT: Rs 380 crore (2007-08) 


HEADCOUNT: 2,500 employees, 
including 500 scientists, 85 Ph.Ds 


VALUATION: $3-3.5 billion 
(Rs 12,900-15,050 crore) 


OWNERSHIP Privately held by 
Dr Cyrus Poonawalla and his 
son Adar Poonawalla 


RESEARCH BUDGET: $10-15 million 
(Rs 43 crore-64 crore) 






1994 when the World Health 
Organisation accredited the institute 
and it began to export vaccines 
across the world. By 1998, the in- 
stitute's products were available in 
over a 100 countries. 

Today, the institute is rated as 
the largest biotech company in the 
country with revenues of Rs 987 
crore in 2007-08. It accounts for 
nearly a tenth of the Indian biotech 
industry revenues, which is pegged 
at Rs 10,000 crore. According to a 
recent survey by the Association 
of Biotechnology Led Enterprises 
(ABLE) and Biospectrum (a biotech 
industry publication), Serum 
Institute was ahead of industry mas- 
cot Biocon (which had biotech rev- 
enues of Rs 912 crore). 

Nearly 85 per cent of Serum 
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Institute's turnover comes from 
exports. Its largest clients are 
UNICEF and the Pan American 
Health Organization (PAHO). 
"Nearly a fourth of our turnover 
comes from selling vaccines like 
DTP, hepatitis and measles vaccines 
to UNICEF. Another 10-15 per cent 
of our revenues come from sell- 
ing vaccines to PAHO," says Adar. 
The rest of its revenues comes from 
selling vaccines directly to various 
countries. For example, in 2004, 
the institute vaccinated over 33 
million people with the measles- 
rubella (MR) vaccine in Iran— 
amongst the largest vaccination 
campaigns in the world. Poona- 
walla will not reveal how much 
these large-scale campaigns accrue; 
though he reveals that usually each 
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BETTING BIG 
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WHAT DOES THE COMPANY DO 

It manufactures and sells va 
countries, Also manut 

and hormonal product 

India is the largest 

DTP group of vaccines 
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WHO ARE THE INSTITUTE'S MAJOR CUST 


Its largest customers are the U 
Children's Fund (UNICEF) and the | 
Health Organization (PAHO). Ul 
for a fourth of the company’: 
PAHO accounts for 10-15 | 


WHAT KIND OF CAPACITIES 
DOES THE COMPANY HAVE? 


The company currently ma 
billion doses annually. It plan: 
ties by 2012 


WHAT ARE THE FUTURE AREAS OF RESE 
Areas of future research includ 
tibodies, new vaccine delivery 
and bladder cancer v | 
cines that the company plat 
future include Meningoco 

cine: Meningitis A, Y, | 
vaccine: Bladder € 
Polysaccharide & niugate น 
company also plans to manut 
recombinant druas 
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Adar Poonawalla: Serum 
entering regulated market 
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Cyrus Poonawalla: The man behind the successful Serum Institute 


country adds to 1-2 per cent of 
the company's revenues. 

Whar's perhaps stunning is the 
profit margins that the institute is 
pulling off. Adar reveals that the 
company's net profit stood at Rs 
380 crore (in 2007-08). *We sim- 
ply make the lowest-cost, high- 
quality vaccines in the world," says 
he. "Thanks to my father, we be- 
lieved in scale and low cost, and in- 
vested in capacities way before the 
market demand curve. That has 
helped us tap opportunities as they 
came along," he says. And that is 
something the company plans to 
keep doing—focus on its core 
strength of vaccines and keep in- 
creasing capacities. 

"Our main area of strength is 
manufacturing vaccines and we 
plan to keep focusing on that 
forte," Cyrus Poonawalla, Founder 
and Chairman, Serum Institute of 
India, tells BT in a telephonic in- 





THE NUMBERS SAY IT ALL 


Revenues are rising steadily. 


T 


2006 950 


2005 700 


Figures in Rs crore 
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terview. "We will continue to invest 
in capacities and work on our 
pipeline of new vaccines." 
Currently, the institute manufac- 
tures about a billion doses of vac- 
cines at its campus in Pune. The 
company is also setting up Serum 
BioPharma Park, India's first 
biotech Special Economic Zone 
(SEZ), which will be spread across 55 
acres in Hadapsar, Pune. So far, 
an amount of Rs 500 crore has 
been invested in the unit. By 2012, 
the capacities are set to triple with 
a planned investment worth Rs 
1,200 crore. 


A New Shot in the Arm 
That's not all. The company is 
also working on its product port- 
folio. Today, half of its revenues 
come from its MMR (measles, 
mumps and rubella) group of vac- 
cines. But that is about to change. 
"Over the next three years, we 
will see the contribution of the 
MMR group of vaccines fall to 
about 30 per cent as exports of 
our new vaccines, like Penta vac- 
cine, contribute Rs 300-400 crore 
to our turnover," says Adar. 
The institute, meanwhile, is 
pushing itself into new areas of 
research and collaborations to 





THE JOURNEY 


SO FAR 


1967: Serum Institute commences 
operations with the manufacture of 
Tetanus Antitoxin followed by Fluid 
Tetanus Toxoid 





1974: Triple Antigen (Diphtheria- 
Tetanus-Pertussis) vaccine production 
begins 


1980: For the first time ever globally, 
collection of equine serum by simultane- 
Ous and continuous plasmapheresis using 
IBM Computerised Cell Separator. 


1992: Manufacture of Rubella virus 
vaccine (monovalent Rubella vaccine) for 
the first time in India. 


1993: Manufacture of MMR vaccine 
and MR vaccine for the first time in India 


1994: Major export boost as Institute 
begins exporting vaccines to UN agencies 


1997: Begins exporting anti-cancer 
products 


1998: Exports to more than 
100 countries 
1999: Becomes largest producer of 
measies and DTP vaccines in the world 
2002: Launch of BCG vaccine 

2006: Launch of DTP-HB-HIB vaccine 


2007: Launch of Penta Vaccine 
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come up with new products. 
"Some of the new areas of future 
research include monoclonal an- 
tibodies, new vaccine delivery sys- 
tems and lung and bladder can- 
cer vaccines," says S.V. Kapre, 
Executive Director, who has been 
with the company since 1968. 
Some of the vaccines the company 
plans to manufacture are 
Meningococcal A Conjugate vac- 
cine; Meningitis A, Y, C; W-135 
Quadrivalent vaccine; Pneumo- 
coccal Polysaccharide & Conjugate 
vaccine. “Recombinant drugs are 
another area that we are looking 
to launch products,” says Kapre. 


What's Next? 

So what does the future hold for the 
company? Acquisitions or perhaps, 
a listing on the bourses? Adar admits 
that the company has been toying 
with the idea of a listing for nearly 
two years. “We recently shelved 
our listing plans because of the mar- 
ket downturn. We were looking at 
a couple of acquisitions, for which 
we thought we would raise money 
but when they fell through, we 
canned our plans,” he says. “For 
our routine expansion, we have 
enough funds through internal ac- 
cruals. We need not go the IPO route 
for that. Moreover, the thought of 








S.V. Kapre: Recombinant drugs are a future area of research 


being accountable to quarterly ex- 
ternal pressures is not very appeal- 
ing. My father and I have a certain 
lifestyle, which may have to be ad- 
justed a bit if that happens. I don't 
see a pressing reason for that as of 
now,” admits Poonawalla Junior 
rather candidly. Despite that, he 
says that investment bankers have 
valued the company anywhere be- 
tween $2.5 billion and $10 billion 
(Rs 10,750 crore and Rs 43,000 
crore). His own take on valuation: 
between $3 billion and $3.5 bil- 
lion (Rs 12,900 crore and Rs 
15.050 crore). A market watcher 
says: “If the Serum Institute were to 


The Serum campus: The hub of life-saving vaccines 
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debut on the stock market, it would 
raise the overall profile of the 
biotech industry. It will create a 
tremendous interest.” 

As for acquisitions, Serum 
Institute currently has a 27 per cent 
stake in Lipoxen, a UK-based 
biopharma company and Chicago- 
based Akorn, which has three main 
lines of business—ophthalmology, 
hospitals and contract manufac- 
turing. “We are open to increas- 
ing our stakes in these companies. 
We are also looking at acquisitions 
in the range of $100-150 million 
(Rs 430 crore to Rs 645 crore), 
which would add to capacities like 
contract manufacturing facilities,” 
says Poonawalla. 

Also on the cards is a foray into 
regulated markets of the US and 
Europe. Adar Poonawalla contends 
that it’s an important milestone for 
the company but not one it’s fully 
dependent on. “Some of our 
competitors discovered too late 
and burnt their fingers badly, 
certain markets have imaginary 
standards for their population. 
Presumably when our vaccines 
are good enough for 140 coun- 
tries, | don’t see why it has to be so 
difficult for them to make it to 
these markets,” sums up 
Poonawalla. But that, like they say, 
is another story. W 
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- Crude at $200 a barrel? 
Perhaps it’s that prospect 
that has convinced a clutch 
of Indian businessmen 
that exploring and 
producing this commodity 
that’s getting scarcer by 
the minute is a lucrative 
venture. But how many 
of them will hit pay dirt? 


ANAND ADHIKARI 





THE HUNT 
BEGINS NOW 


It's all about synergies with energy. 


HDIL 
BUSINESS: Real estate 


development 

OIL & GAS INITIATIVES: Set up a 
separate subsidiary for oil & gas; 
bid in the New Exploration Licensing 
Policy (NELP) VII round in June 
2008 but failed to get any oil blocks. 
Now open to acquiring existing 
blocks both in India and abroad. 


MERCATOR LINES 


Shipping 
OIL & GAS INITIATIVES: Got two blocks 
in the NELP VII June round. Placed an 
order for new generation jack-up rig. 


GMR 
Infrastructure 


OIL & GAS INITIATIVES: Keen on 
downstream opportunities in the oil 
& gas space. Also rumoured to be 
partnering with ONGC for its 

Rs 31,000-crore refinery and 
petrochemicals plant in Kakinada. 


GVK 


Infrastructure 
OIL & GAS INITIATIVES Partnered 
with mining major BHP Billiton 
and got seven blocks in the NELP 
Vil June round. Will soon start 
seismic 2D and 3D studies 


JINDAL DRILLING 


Supplier of drilling 
equipment 
OIL & GAS INITIATIVES: Studied the 
auction of a few land and shallow 
water oil blocks in the NELP VI 
lune round, but stayed away f 
bidding. Now open to acquiring 


existing blocks เท the open market 





VHVS NYAV¥YN VINVAVÍ 


UITE 310, 605-IST STREET 
S.W. Calgary, Alberta, 
Canada, is the head of- 
fice of GeoGlobal 
Resources Inc., a six-year- 
old oil & gas exploration start- 
up that is listed on the American 
Stock Exchange. Last fortnight, 
GeoGlobal's share price spurted by 
over 80 per cent from $2 (Rs 86) 
per share in early July to $3.75 
(Rs 161) per share. The trigger 
for that appreciation lies in 
India—more precisely, in the 
Krishna-Godavari (K-G) Basin on 
the east coast. 

Since its inception in August 
2002, GeoGlobal has been on the 
hunt for oil & gas in India. The 
company, in partnership with 
Gujarat State Petroleum 
Corporation (GSPCL), has yet to 
earn a single paisa from its Indian 
operations. In late-Julv, however, 
the duo's efforts finally seemed 
to be set to pay off, with GSPCI 
announcing that it has found large 
reserves of natural gas in the 
K-G Basin. 

GeoGlobal's story is unique 
in that, unlike other global majors 
in India like NIKO, Cairn, Hardy, 
Santo, Newbury and Petronas, 
it has no prior experience in oil 
& gas exploration. It's also an 
inspiring story for many in the 
global marketplace to follow. 
To be sure, of late, a number 
of Indian firms have begun to 
follow in GeoGlobal's footsteps 
by plunging into the high- 
gestation, high-risk area of 
"upstream oil & gas exploration" 
for the first time. The reason 
for their enthusiasm is clear- 
cut: there is plenty of oil & 
gas waiting to be explored. 
Some 8 billion metric tonnes of 
oil & gas reserves have already 
been discovered; but there's still 
an estimated resource base of 
22 billion metric tonnes in the 
K-G, Cambay, Deccan Syneclise, 








and Rajasthan basins that are still 


up for grabs. 


RIL Leads the Way 

Mukesh Ambani's Reliance 
Industries (RIL) has been leading 
the charge with the largest oil & 
gas acreage of close to three doze: 
domestic exploration blocks cov- 
ering an area of about 337,000 
sq. km. Till date, Ri has madi 


more than two dozen discos CT 
ies, and many more are expected 
A few early birds like Videocon, 


the Tatas and Selan Exploratioi 
have been at it for over a decadi 
now, and the Dhoots of Videoco 
at least have been raking thi 
profits (see At the Deep En 

The fundamental differe: 
the economic climate in thos 


in the mid-90s was that oil prices 
were in the $15-20 per barre 
bracket. Such low pric oi 
stayed under $30 per barrel till 
2003—didn’t exactly encourage 


players to scale up or ni 
trants to venture into this si 

The past Four yea! 
brought along dramatic changes, 
with oil prices hitting an al 
high of $147 (Rs 6,321) a barrel in 
the second week of July. RIL’s 
string of gas discoveries in the K 
Basin over this period has also 
stirred the interest amongst privat: 
players (see A Sea of Opportunity 
As a result, a host of plave rs 
interests that range from real estate 
to power to shipping has ai 
nounced plans to explore and pro 
duce oil & gas. Ramashish 
Deputy Director 
Directorate of Hydroc 
which has been inviting privat 
Participation in oil & gas blocks 
says corporate interest has been 
growing rapidly. “We had received 
as many as 100 bids for a singhi 


Kal. 


wenera 


land block in the recent NELP (New 
Exploration Licensing Policy) VII 
round,” says Rai. 

Many of those bidders are 


A SEA OF 
OPPORTUNITY 


Why a host of private players 
is taking the plunge. 





e Crude oil prices spiralled from $30 
a barrel in early 2004 to an all-time 
high of $147 a barrel in July 2008 


@ A huge demand-consumption gap 
in oil in India; consumption stands 
at 140 million tonnes as against 
production of 35 million tonnes 


e Ample opportunity to hunt for oil 
as only about 8 billion metric tonnes 
of reserves have been discovered so 
far of an estimated resource base of 
a little over 30 billion metric tonnes 


e 100 per cent foreign direct 
investment has been permitted 
for oil & gas exploration under the 
automatic route 


e Incentive in the form of a 
seven-year income tax holiday 
beginning from the year of 
commercial production 


e Oil import dependency is 
expected to increase to 90 per cent 
by 2025 from the current level 

of 70 per cent 


e The decade-old New Exploration 
Licensing Policy (NELP) offers a 
smooth bidding process to 
encourage private sector 


total rookies in the exploration 
& production (E&P) arena. Take, 
for instance, the Mumbai-based 
realtor HDIL (Housing Develop 
ment and Infrastructure Ltd), 
which has been active in the 
residential, commercial and 
infrastructure space for three 
decades but which got listed on 
the stock exchanges just a year 
ago. Like its peers DLF and 
Unitech, HDIL, too, has chosen to 
diversify away from real estate. 
However, whilst DLF has spread 
its wings into financial services 
and modern retail and Unitech 
into telecom, HDIL has chosen oil 
& gas exploration. Hyderabad- 
based infrastructure conglomer- 
ate, the GVK Group, which has 
been building airports, highways 
and power units, has also entered 
the fray. Others include shipping 
company Mercator Lines and oil 
& gas equipment supplier Jindal 
Drilling. Experts explain that the 
experience of the existing players 
has also contributed to the interest 
of the new entrants. “Videocon 
and Selan have good discoveries to 


their credits,” says Rai of 
Directorate of Hydrocarbons. 


It’s All About Synergies 
Interestingly, almost every new en- 
trant says that its EXP foray is syn- 
ergistic with its existing Operations. 
In the case of Jindal Drilling, which 
makes drilling equipment, the in- 
tegration is evident. “We are look- 
ing at shallow water and land 
blocks that are not too expensive to 
drill,” says Naresh Kumar, 
Managing Director, Jindal Drilling. 
The company has a long associa- 
tion with public sector giants in 
the upstream business, like ONGC 
(Oil and Natural Gas Corporation) 
and Oil India. “It’s a logical next 
step for us to forward integrate 
into oil & gas exploration,” ex- 
plains Kumar. 

For other firms, the synergies 
may be less obvious, but they're 
there, insist their promoters. 
Sarang Wadhawan, Managing 
Director, HDIL, sees synergies be- 
tween the energy sector and his 
core business of real estate. “Power 
shortages can play a spoilsport in 





Sarang Wadhawan/ Managing Director/ HDIL 
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"We are looking at the energy sector in a big way as 


participation i : y 
there are synergies with our core real estate business” 


Source: Government statistics 





ASUS recommends Windows® for everyday computing 


Up to 5 hours Computing 

The Eee PC™ 1000H is the ideal 
companion for the business traveller. 
With Wi-Fi 802.11n that's 6 times 
faster than Wi-Fi 802.11g and up to 

5 hours* of battery life, it offers reliable, 
non-stop Internet communication - 
no worries about lack of connectivity 
or running low on battery! Comfort is 
another big plus, with the 10" large 
screen and 9296 standard keyboard 
for a comfortable viewing and typing 
experience. 
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The Best Solution 


for Light Computing on-the-go 


Compact & Super Mobility 
At a mere 1.45 kg, the Eee PC™ is truly a mobile internet device 
for computing on-the-go. The Eee PC is so compact that it tucks 
away neatly into virtually any bag | choose to tote 


Large Storage Space 

Thanks to my Eee PC™s roomy and fast 80GB SATA hard disk d 
| can store all my important documents and presentation 
ease, What's more, | can store all my music, movies and phot: 
effortlessly on-the-go. 


Trot the globe in style 

Image is equally important in business. For the traveller wh 
to strike the balance between substance and style, the Eee | 
in timeless styles that are as enduring as its scratch resistant 
Stunning in sleek black and pearl white, it makes a grea 
“Configuration is subjected to model type as much as it means business. Now that's making a staten 
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any large real estate project," says 
Wadhawan. A wholly-owned 
subsidiary, HDIL Oil & Gas, has 
been floated (although it couldn’t 
win any blocks in the recent NELP 
VII). If HDIL is able to explore and 
produce oil & gas, it can be 
utilised to generate power, which, 
in turn, will light up its real estate 
projects. Adds G.V. Krishna 
Reddy, Chairman, GVK Group: 
“Power is going to be an important 1 
£ 


commodity over the next 10-20 
D, 
ao, 
A j 


»EC 
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years. We are also looking at 
getting into LNG (liquefied natural 
gas)." The GvK Group has plans 
to put power capacities of close 
to 2,000 mw. A diversification 
into gas can be considered a back- 
ward integration. 

GVK Energy, a wholly-owned 
subsidiary of the group, recently 
got rights for deep water blocks on 
the west coast in the NELP VII 
round. Reddy has decided to con- 
centrate on the west coast. "There 





G.V Krishna Reddy/ Chálhtiatv GVK Group 
"We have allocated $35-40 million for 2D and 3D 


seismic studies. Exploration requires an investment 
of $100-200 million" 


- 


OVY บน หวา ง ห ย ย ห น ง พ 


is no point managing bids at dif- 
ferent locations as development 
requires various seismic studies. 
It is easy to cover a huge area of 
over 35,000 sq. km at one place," 
reasons Reddy. 

Mercator, too, sees synergies 
between oil & gas and marine 
transport. The 25-year-old 
Mercator, which has the state- 


owned refining behemoths as its 
clients, won two land blocks in 
the south Cambay Basin in the 
NELP VII round. 


Helping Hand a Must 

For these new kids on the E&P 
block, a helping hand from global 
giants is a must. The government 
has allowed 100 per cent foreign 
direct investment in exploration, 


and that has paved the way for a 
number of alliances. HDIL has allied 
with Pan Oriental of Canada, and 
GVK with BHP Billiton, the world's 
biggest miner. The Melbourne- 
headquartered BHP has oil & gas 
assets in Algeria, Australia, 
Pakistan, Trinidad and Tobago, 
United Kingdom and the United 
States. It has a 26 per cent partic- 
ipating interest in the seven blocks 


They've been at it for more than a d 


AT THE DEEP END 
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Revenues of Rs 34 crore and a net 
profit of Rs 13 crore in 2007-08. Stepping 
up efforts to develop more oilfields 


! Has three oilfields in Gujarat with proven 
oil & gas reserves. Two more fields 
under active exploration 


Selan Exploration 
Technology/ 1992 


Videocon Industries/ 1994 | Ravva oil & gas fields in the Bay of Bengal in Profits from the Ravva oilfield pegged at 


Andhra Pradesh Rs 400 crore in 2007-08 
Essar Oil/ 1993 Nine onshore and three offshore blocks for oil & gas | E&P revenues of Rs 3.88 crore in 2007-08 
Tata Petrodyne/ 1993 Five oil & gas blocks and also JVs with international Revenues of Rs 212 crore with a post- 
oil & gas companies for exploration overseas tax profit of Rs 95 crore in 2006-07 
| (2007-08 results not available) 
Jubilant Energy/ 1995 Eight oil & gas blocks with an operating Financials not available as it is a closely- 


interest in four held company 


Source: Company websites, BSE 
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...and Reliance leads the charge amongst the more recent players. 





Adani Welspun — Two exploration blocks each 
Exploration in India and Thailand 
Reliance 

Industries 


Undertaking seismic surveys 
and studies 


RIL has 33 domestic exploration Oil & gas production to 
blocks. Also has interests in three commence in the third 


exploration blocks in Yemen, two calendar quarter of 2008 
each in Oman and Columbia, one 
each in East Timor and Australia 


Source: BT Research 


GVK-BHP combined, with an op- 
tion to go up to 49 per cent. “We 
have been talking to BHP for the 
last one year. They have been sur- 
veying the Indian market for 
long," says Reddy. 

A section of analysts is sceptical 
about the chances of many of the 
players, particularly those who 
have bagged land and shallow wa- 
ter blocks. *Most of the blocks 
awarded in the NELP rounds are 
not worth exploring," says one 
analyst. If RIL has been successful, 
it's because it's exploring in deep 
waters. This calls for substantial in- 
vestments, in skilled talent, 





sophisticated equipment and high 
technology. For many of the en- 
trants, such expenditure is pro- 
hibitive, which may explain why 
they're beginning small. Mercator 
Lines has set aside $28 million 
(Rs 120 crore) to develop land 
blocks. *This is our first foray and 
hence we have opted for the less- 
expensive land blocks," says Nitin 
Kolhatkar, Vice President 
(Finance), Mercator Lines. The 
GVK Group is one of the few to 
venture into deep waters, which is 
why it's willing to invest up to 
$200 million (Rs 860 crore) in its 
exploration foray. Reddy says the 


Naresh Kumar/ Managing Director/ Jindal Drilling 


"It's a logical next step for us to forward integrate 


into oil & gas exploration" 


chances of finding oil & gas in 
deep waters are high. 


Aggressive Bidding 

There's also a feeling that in the 
eagerness to bag exploration blocks, 
promoters have bid aggressively 
Reddy, who has allocated $35-40 
million (Rs 150-172 crore) for 2D 
and 3D seismic studies, thinks oth 
erwise. "Our bids have been rea 
sonable. Exploration requires in 
vestments of $100-200 million (Rs 
430-860 crore),” he says. The upside 
in the business is, after all 
Equity analysts have been closely 
tracking RIL's discoveries, and expect 
many more to be announced. A re 
port put out a few months ago by 
SSKI-IDFC pegs a best-case valuation 
for RIL’s E&P portfolio at a whopping 
$48.9 billion or Rs 2.10.270 crore 
(at peak cash flows). 

It is dreams of such big bucks 
that are keeping players in the 
hunt, including those who weren't 
successful in the recent round 
of bidding. *We are open to 
JVs under the SPV model foi 
exploration in the domestic as 
well as overseas markets," says 
Wadhawan of HDIL. Adds 
Jindal Drilling's Kumar: *We ar« 
open to taking a stake in an exist 
ing block." 

It will be at least another 4-5 
years before it becomes clear 
which of the upstream players 
pay dirt. What the price of 
will be by then is, of course, 
anybody’s guess. 8i 


huge. 
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India Inc. loses crores 


IN DIA INC. of rupees to fraud, 
WAKES UP TO some of it by senior 


management person- 
CO H Po RAT F nel, most of which is 
not even reported. 


But now, companies 
are belatedly waking 
up to this problem. 


SUMAN LAYAK 


HE COMPANY: A MID- 
sized BPO. Last year, an 
accountant spotted an 
anomaly: an employee 
had received joining 





bonuses twice in consecutive 
months. The employee was not en- 
titled to it and, therefore, he sus- 
pected something more than just a 
case of oversight. Pricewater- 
houseCoopers (PwC), called in to 
investigate the matter, unravelled a 
scam by an HR executive involving 
joining bonuses and referral bonuses. 
Apart from handing out fictitious 
joining bonuses, the HR executive 
had created a fake referral bonus 
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“When head office says ‘do 
whatever it takes’, it is often 
read as a licence to bribe” 
Vidya Rajarao 

Executive Director/ PwC 
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scheme. He would bring in new re- 
cruits, award an employee fake re- 
ferral bonuses, and later take a share 
of the booty. The upshot: some em- 
ployees were asked to leave. 

This is just one instance of fraud 
that takes place in India Inc. every 
day. And unlike in the above ex- 
ample, they are, in a significant ma- 
jority of cases, simply glossed over. 
And this trend is likely to gather 
strength as the economy slows 
down. Says Navita Srikant, Partner, 
Fraud & Dispute Services, Ernst 
& Young (E&Y): "Companies are 
more likely to gloss over frauds 
when profits are falling as they then 
have to make provisions for the 
losses." She adds that there will be 
more cases of fraud over the coming 
years as *managements make un- 
realistic forecasts and then go all 
out to meet them at any cost". 


It's a Free for All 


India Inc.’s attitude and response to 
fraud remains ambivalent. *There 
are no in-built systems to track 
fraud and most of it is detected by 
pure chance. Often, in our discus- 
sions with the top managements of 
companies, we're told that large 
corporate frauds do not take place 
in India and are more likely to be 





"Are companies aware of 
all the fraud risk they run? 
The short answer: No" 
Deepankar Sanwalka 

Head of Forensics/ KPMG 
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found in developed markets like 
the Us," says Vidya Rajarao, ED, 
pwc, adding that managements of- 
ten want only an investigation into 
particular cases of fraud but do not 
want to change any systems to pre- 
vent their future occurrence, and 
quite often, do not even punish the 
perpetrator. “About 15 per cent of 
such cases are actually sanctioned by 
the top management,” she adds. 
But many companies are waking 
up to the problem. Says Y.M. 
Deosthalee, Director & CFO, Larsen 
& Toubro (L&T): “We have a strict 
ethics policy, and any compromise 
on this is dealt with severely.” 
Meanwhile, instances of fraud 
are rising, and this has prompted 
several leading audit firms to beef 
up their forensic arms. KPMG India 
has the biggest such team—130 
strong—comprising accountants, 
certified fraud inspectors and for- 
mer police officers. Surprisingly, 
the firm employs social workers, 
too, as it also investigates the use of 
child labour by some companies. 
pwc has a 12-member team that 
includes a former Central Bureau of 
Investigation (CBI) official, while 
E&Y has a 40-member anti-fraud 
team that includes former Indian 
army personnel and a retired judge. 


PEs Want Transparency 

These firms are simply addressing 
an emerging opportunity. Despite 
the inclination of a large number of 
companies to brush instances of 
fraud under the carpet, the opening 
up of the economy is forcing some 
others to face it head-on. 
Deepankar Sanwalka, Head of 
Forensics, KPMG, points out that 
siphoning of funds by manage- 
ments is likely to emerge as an im- 
portant area of investigation in fu- 
ture as more foreign private eq- 
uity players invest in Indian com- 
panies. “Private equity firms are 
very concerned about managements 
misusing funds,” he says, adding: 
“As more foreign investors invest in 


WARNING/ REPRIMAND/ TRANSFER 


mm nda 
Figures do not add up to 100 as many companies take more 
than one of the above actions when dealing with frauc 

Source: Pwi 


PROFILE OF A FRAUDSTER 


A majority of frauds is perpetrated by people 
who have longstanding relationships with the 
victim company. 





ส ม ๒ External agent (like a hacker) 

ees External supplier we Customer or client 
mum Senior, top management, CEO, owner 

wan Middle management mum Other employees 
mum Other subsidiary or temporary workers 

Figures in per cent Source: PwC 


HOW COMPANIES TREAT 
FRAUDSTERS 


More than a third of Indian companies do nothing 
about frauds. 


CRIMINAL CHARGES/ CIVIL ACTION 


CESSATION OF a RELATIONSHIP 
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THE ANTIDOTE 


Companies worldwide say whistle blowing is an 
effective antidote to corruption. 
NORTH AMERICA 


AUSTRALIA & NEW ZEALAND 





LATIN AMERICA 





WEST ASIA, INDIA, AFRICA 





WESTERN EUROPE 
Redi 





CENTRAL AND EASTERN EUROPE 
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Figures denote percentage of companies replying in the affirmative 
Source: E&Y 10th Global Fraud Survey, 2008 


THE MOST VULNERABLE 
SECTORS 


The Indian financial services, real estate and 
IT/ITES sectors are most susceptible to frauds. 





mm Financial Services and Private Equity 


mu Real Estate/Infrastructure aum IT/ITES 
Telecom mum Media & Entertainment 

mum Retail and Consumer Products 
ww Pharmaceuticals mum Auto and Auto Ancillary 
mum Energy and Oil & Natural Gas — Others 
Figures denote percentage of executives identifying a 
sector as most vulnerable 

Source: KPMG India Fraud Survey Report 2008 


Indian companies, they will de- 
mand higher levels of disclosures 
and transparency—and manage- 
ments here will have to spend a 
lot more on it." 

Then, a few high-profile in- 
stances of data theft at Indian BPOs 
have led to the enforcement of 
strict norms and policing in the 
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sector. Banks have also become 
more stringent about security and 
other norms for dealing with in- 
formation pertaining to customers' 
accounts and credit and debit cards. 

PwC's Rajarao recalls a case 
where a supplier helped create a 
slush fund for a manufacturing 
company based in a southern state, 
which always overpaid the former 
for his deliveries. The supplier used 
the money to bribe officials on be- 
half of his principal. 

Then, orders to speed up work 
are sometimes read as a hint to in- 
dulge in corrupt practices like 
bribery. Rajarao points out that in- 
structions from the Mumbai head 
office of a large manufacturing 
company to expedite the delivery 
process “by whatever means" was 
taken as a hint by factory executives 
in the interiors of the country to 
bribe government officials. “When 
the head office says ‘do whatever it 
takes’, it is often read as a licence to 
bribe,” she says. 


Systemic Problem 

Says Sanwalka: “While awareness 
levels have improved, can we say 
that companies are spending more 
money to combat this menace and 
are aware of all the fraud risk their 
companies run? The short answer 
to that is: No.” 

The fear of scrutiny also leads 
managements to close many fraud 
cases, after a departmental inquiry, 
without reporting them to the po- 
lice. Says M.V. Kini, Proprietor of 
law firm M.V. Kini & Co.: 
“Managements often decide not to 
report cases where there might be a 
supervisory lapse to the police as 
that may lead to senior executives 
being questioned. An example is a 
loan sanctioned to a fraudster who 
runs away with the money. The 
person who signs the final approval 
may not be a party to the fraud 
but a police investigation may still 
land him in jail. We often advise 
companies to finish such cases with 


departmental enquiries.” 

There are other systemic hurdles 
to nipping fraud in the bud. The 
foremost is the fact that whistle 
blowers are virtually non-existent in 
India as few employees believe that 
managements are serious about 
combating fraud. Usually, the whis- 
tle blower system has a helpline 
number to report frauds to. Pwc's 
Rajarao says: “If the helpline is 
handled by a secretary within the 





“Companies are more 
likely to gloss over frauds 
when profits are falling” 
Navita Srikant 

Partner/ Fraud & Dispute Services/ E&Y 


company, its effectiveness goes 
down as employees are scared of 
possible retribution.” By compari- 
son, companies in the US have to re- 
port to the Securities Exchange 
Commission (SEC) about calls they 
get on the system and the action 
taken. “Any company saying it has- 
n't received any serious complaints 
will become suspect in the eyes of 
the regulator,” says Rajarao. 

Unfortunately, such a system is 
nowhere on the horizon. But as 
India integrates further with the 
world, Indian business leaders 
will realise that sound fraud 
management systems not only help 
stem losses but also increase the 
attractiveness of their companies 
to investors. And that might goad 
them into putting better proce- 
dures in place. 8 
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The Last 





Mile Chase 


The television distribution business is no longer a tangled 

mess like the cable wires criss-crossing cities. Investments 
are flowing in, and big operators are gobbling up last mile 
players in a bid to consolidate. SHAMNI PANDE 


OUR LOCAL CABLE OPERA- 
tor—yes, that same guy 
who, irritatingly, climbs 
atop your terrace to fix 
someone else’s cable, but who also, 
endearingly, is at your doorstep 
within 15 minutes of your TV screen 
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going blank—has a fight on his 
hands. On the one hand, his busi- 
ness is being squeezed by deep- 
pocketed companies offering di- 
rect-to-home broadcast services; on 
the other, he is being pressured by 
increasingly powerful multi-service 





operators (MSOs) to sell out, or 
else... Then, there’s the potential 
threat from the still-to-be-launched 
Internet Protocol Television (IPTV). 

It isn’t difficult to fathom why. 
Cable operators control a massive 
chunk—80 million out of 130 mil- 
lion television homes—of the coun- 
try’s television content distribu- 
tion market. And it is these sub- 
scribers that these new (and old) 
players want. 


National Footprints 

Five players are slowly emerging 
in this space with geographic 
spreads that can be labelled, in a 
manner of speaking, “national”. 
These include the Raheja-controlled 
Hathway Cable & Datacom, the 
Essel Group’s Wire & Wireless 
India (known as WWIL), the Hinduja 
Group’s IndusInd Media, DEN 
Digital Entertainment Network 
(set up by GBN founder Sameer 


Manchanda and Network18 chief 
Raghav Bahl) and Digicable 
Network India (set up by Jagjit 
Singh Kohli). These five Msos have 
managed to gobble up some small 
last-mile players, either through 
mergers and acquisitions or by con- 
verting some into franchisees. 

They control, between them, 
access to a little over 20 million 
homes, or a quarter of the cable 
pie. This consolidation is attracting 
the attention of private equity play- 
ers. "The cable industry generates 
annual revenues of more than Rs 
10,000 crore. If you compare the 
revenues of other parts of the in- 
dustry such as advertising revenue 
for broadcasters and revenues of 
films, then this is larger than both. 
In the past, money has not come 
into this (cable) space due to the 
highly disorganised nature of the in- 
dustry (which encourages massive 
under-reporting of subscriber num- 
bers), but it has always been a prof- 
itable business," says Vikram Nirula, 
Partner, India Value Fund Advisors 
(IVF). Incidentally, ivr has recently 
picked up stake in Bangalore-based 
Atria Convergence Technologies, 
which is a digital and broadband 
service provider. 

In the recent past, the Jagjit Singh 
Kohli and Yogesh Shah-promoted 
Digicable drew an investment from 
UK firm Ashmore Investment 
Management, which now owns a 
49 per cent stake in the company. 
Similarly, Ortel (in Orissa) raised 
funds from New Silk Route (a 
Mauritius-based PE firm) and older 
player Hathway counts ChrysCapital 
as one of its shareholders. 


Massive Potential 

What's making the space attractive 
is not just the right noises being 
made by regulatory bodies such as 
the Telecom Regulatory Authority 
of India (TRAD, but also the potential 
of digital cable networks—the con- 
sensus is that this is the face of the 
future—to offer a two-way path 
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that allows broadband, and, there- 
fore, triple-play, which includes 
services such as video-on-demand 
(VOD) and cable telephony, among 





others. “There’s no doubt that a 
good digital cable network offers 
real interactivity that a DTH operator 
cannot offer. It will be a very long 
time before IPTV or, even, DTH can 
compete with cable,” says K.S. 
Choudhari, MD, Aksh Optifibre, 
which has just launched IPTV service 
in association with MTNL in Delhi 
and Mumbai. 

Rising digital consciousness is 
making all the large players take 
positions that will bear fruit once 
policy issues are in place: *The sec- 
tor needs investments (on digitisa- 
tion, network upgrades and service) 
ahead of the time when it becomes 
mandatory for all networks to be- 
come digital," says Nirula. 


Digital Dreams 

Not without reason then, plavers, 
such as the 10-month-old Digicable, 
are aggressively acquiring local cable 
operators in a bid to establish a 
pan-India presence. “We will soon 
announce not just acquisitions, but 
also on technological innovations 
and value added services that we 
will offer. My network has already 
spread in Andhra Pradesh and 
Karnataka,” says Kohli, who re- 
cently acquired a 51 per cent stake 
in the Kolkata-based CableComm as 
part of a strategy to expand in the 
eastern region of India. Significantly, 
Kohli headed operations for ww 
and IndusInd Media in the past. 

Meanwhile, older players, such 
as WWIL, Hathway and Induslnd 
Media, are also increasing their 
footprints. WWIL, which is present in 
43 cities, have the distinct advantage 
of being the only player in the mar- 
ket to offer HITS (Headend-in-the- 
Sky), as its group company, Dish Tv, 
had the foresight of acquiring a li- 
cense for it several years ago. 

HITS is a satellite-based delivery 
platform that beams multi-channel 
digital television signals to cable 
operators across the country. The 
HITS operator uplinks the signals 
of different broadcasters to his HITS 
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"There are many other ways to offer digital 
signals to operators and consumers. Our aim is to 
turn the faceless entity called 'cable' into a brand" 


"We will soon announce not just acquisitions, 
but also technological innovations and services 
that we will offer" 


Jagjit Singh Kohli, Founder, Digi Cable 


satellite; then, cable operators across 
the country downlink these signals 
for further distribution to sub- 
scribers through their cable net- 
works in digital form. But policy is- 
sues are holding back the spread of 
HITS. To iron these out, the 
Ministry of Information X 
Broadcasting has requested TRAI to 
formulate and recommend the pol- 
icy guidelines for HITS. 

Despite being stalled at various 
levels, WWIL is pushing its case. 
*Hrrs will enable several last-mile 
operators (industry-speak for the 
neighbourhood cablewallah) to 
go digital without really investing 
too much. All they 
need to do is equip 
homes with the rele- 
vant set top boxes, and 
though they will have 
to become our franch- 
isees, they will still con- 
tinue to be their own 
masters," says Deepak 
Chandnani, CEO, WWIL. 


A oe 


The Race Is on 
This, however, doesn't 
affect or bother the 
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97 mn 
Non-TV Homes 


50 million homes 


Anuj Gandhi, CEO, DEN 


other players. “Barring the US, HITS 
in not present anywhere. There are 
many other ways to offer digital 
signals to operators and consumers. 
For now, we are negotiating deals 
with smaller operators. Our aim is 
to turn the faceless entity called 
‘cable’ into a brand," says Anuj 
Gandhi, CEO, DEN. 

Hathway, too, has plans to cap- 
ture market share through aggres- 
sive digitisation. It plans to offer, 
among other things, PVR (Personal 
Video Recorder) boxes, which will 
allow subscribers to watch their 


favourite programmes at their con- 
venience. In addition, it has already 


MARKET DYNAMICS 


57 per cent of all homes own a TV set, and, of this, 61 per cent have 
cable connections. 
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3 National MSOs (IMCL, Hathway and WWIL-Zeegroup) control around 20 million subscribers 
Regional MSOs like Ortel, SCV, Bhaskar, etc. control another 8 million subscribers 
Independent Cable Operators (ICOs) with their own analog headend (around 6,000) control another 

Source: Media PartnerAsia Pacific(MPA) Report 2008 


ICOs: Around 6,000 


bought 51 per cent stakes in 
Bhaskar Multinet, the cable arm 
of the Dainik Bhaskar Group, and 
Gujarat Telelinks, and acquired 
Marathwada Cable Network in 
Aurangabad. 

Not to be left behind, IndusInd 
Media is also setting up its game. 
“We already have a no-objection 
from ISRO to take space on a foreign 
satellite for HITS, but we want some 
clarity to emerge on the policy front. 
Even otherwise, we already offer 
a huge spread in content, which in- 
cludes our own cable channel and 
30 digital radio stations on which 
people can listen to stations like 
BBC and Voice of 
America,” says Ashok 
Mansukhani, President, 
Corporate Affairs, Hinduja 
Ventures and President, 
MSO Alliance, the umbrella 
body of MSOs. 

Collectively, the in- 
dustry is said to investing 
close to Rs 500 crore on 
digitisation. To be sure, 
there are 10 major MSOs, 
of which some are state- 
level near-monopolies 
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“Headend-in-the-Sky will enable several last mile 
operators to go digital without really investing too much" 
Deepak Chandnani, CEO, WWIL 


such as Ortel (in Orissa) and SCV in 
some parts of Tamil Nadu, though 
it is now being challenged by the 
state-owned ARASU. But there are 
also new players who are entering 
the fray with an eye to the future, 
such as You Telecom India, which 
are offering new ways of ap- 
proaching this business. And there 
are 6,000 medium and small indep- 
endent cable operators. Of course, 
the industry estimates that there 
are in all about 60,000 cable oper- 
ators in the country. 


74 per cent for DTH players), clar- 
ity on HITS and licensing for last 
mile operators. 

Roop Sharma, President, Cable 
Operators Federation of India 
(COFI), a body representing last mile 
operators, says: “Everybody paints 
us as villains, but they also want 
to acquire the ground (last mile). 
Indeed, they are throwing money 
around and getting Shah Rukh 
Khan to tell you how cable is bad. 
But ultimately, it's the next door ca- 
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THE CABLE MARKET 


The competition is hotting up as several 
new players get ready to enter this space. 
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ble guys who appear within 15 
minutes of receiving a complaint,” 
she says. 

Sharma lists the cable opera- 
tors’ pet peeves againsts MSOs. 
“Most of them use strong-arm tac- 
tics. Nobody wants to sell his home 
or business—unless he is forced 
to. Signals are dropped, consumers 
complain of poor quality, but the 
last mile player depends on the 
larger players for signals and their 
quality,” she alleges. 

But these smaller players know 
they are on to a good thing. The 
bigger players need them as much 
as they need the bigger players. 
And greater competition for their 
affections can only be good for 

valuations. There’s also 
a buzz that international 


The Challenges Cable operators dominate the Indian television distribution market cable players such as 
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erators is capped at 49 
per cent, compared to 
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mw TV Households 
Figures in million 


amm Pay TV Households =a Cable Households 


mum DTH Households 
Source: PWC-FICCI Frames report, March 2008 


the big fight ahead for 
last mile supremacy. 8 
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When the stock market 
was booming, dozens 
of Indian companies 
issued foreign currency 
convertible bonds 
(FCCBs) to raise cheap 
capital. But with stock 
prices crashing and 
conversion coming 

up, they are in a soup. 
K.R. BALASUBRAMANYAM 


The 
FCCB 











N MARCH 2007, SUBASH 

Menon, Chairman, Managing 
Director & CEO of the Rs 
485-crore Bangalore-based 
telecom solutions provider 
Subex, needed money to finance 
the acquisition of Canadian com- 
pany Syndesis. That same month, 
his company issued foreign cur- 
rency convertible bonds (FCCBs) 
worth $180 million (Rs 792 crore 
then) and completed the acquisi- 
tion. The conversion price was set at 
Rs 656 per bond. The company's 
share was then trading at over Rs 





Quand 


t 


600, and the BSE Sensex was at 
13,000 levels. Since then, the Sensex 
rose to 21,600 before falling back to 
14,355 on July 31, 2008. Subex’s 
shares, meanwhile, have crashed; 
it closed at Rs 76.30 on BSE on July 
31. Obviously, no bondholder will 
want to convert his bonds into eq- 
uity in such a scenario. The bad 
news: Subex will have to pay back 
the entire debt plus interest and 
premium if its stock continues to 
trade below the conversion price. 
The good news: it faces no imme- 
diate threat; the redemption will 





"Our company will have 
revenues and profits much 
higher than they are today by 
the time the bonds mature” 


Subash Menon 
Subex Limited 


become due only in March 2012. 
Subex is not the only Indian 
company facing this predicament. 
India Inc. has issued FCCBs worth 
about $21 billion. Of this, bonds 
worth an estimated $19 billion 
(Rs 76,000 crore then) were is- 


IN FOR TROUBLE 


Companies that issued FCCBs when their stocks were trading high are now in a spot of bother. 


COMPANY MONTH OF 
ISSUE 
Subex March 2007 
Vardhman Textiles March 2006 
LML August 2005 
Aurobindo Pharma May 2006 
Simbhaoli Sugars March 2006 
Pokarna March 2007 
ANG Auto May 2007 
Prithvi Information Feb. 2007 
Pioneer Embroideries May 2007 
Aurobindo Pharma May 2006 
Bharat Forge* June 2006 
Prime Focus Dec. 2007 
3i Infotech July 2007 
Gremach Infra Feb. 2008 
Aarvee Denims April 2007 


Source: Edelweiss Securities; and 87. CMP: Current Market Price. 


sued between January 2004 and 
December 2007, when the stock 
markets were on fire and almost 
every share worth its name was 
ruling at, or near, its all-time high. 
Companies set conversion prices 
high on the assumption that the 
stock market would continue to 
move only in one direction—up. 
And foreign investors, keen to 
cash in on India's growth, bought 
the story. "Emerging markets 
were where we had wanted to in- 
vest and India looked good," says 
a senior executive of a UK-based 
financial institution, which has 
invested in Indian FCCBs. 

FCCBs, as the name suggests, 
are foreign currency-denominated 
bonds, akin to convertible deben- 
tures, with maturity periods of be- 
tween three and five years. The in- 
vestor has the option of convert- 
ing the bonds into equity. If the 
stock is trading at more than above 
the conversion price, he can sell it 
and book profits. Alternatively, he 
can hold them till maturity and opt 
for redemption at an agreed price. 
Either way, the investment is pro- 


MATURES ISSUE SIZE CONVERSION PRICE 
IN (IN $) (RS) 
March 2012 180 mn 656.00 
March 2011 60 mn 566.39 
August 2010 6 mn 56.71 
May 2011 150 mn 1483.61 
Mar 2011 33 mn 232.96 
March 2012 12 mn 427.20 
May 2010 12 mn 400.92 
Feb. 2012 50 mn 714.04 
May 2012 30mn 223.96 
May 2011 50 mn 1292.23 
April 2013 39.9 mn 1080.22 
Dec. 2012 55 mn 1946.93 
July 2012 100 mn 466.55 
Feb. 2012 50 mn 376.36 
April 2012 20 mn 218.83 
* Price adjusted for stock split 


tected. But the conversion option is 
what makes FCCBs attractive, both to 
the investor—if the stock appreci- 
ates, he can earn a windfall profit— 
as well as to the issuing company— 
as it does not have to shell out large 
sums of money to redeem the debt. 


The Lure of Equity 

American, European and Far 
Eastern investors bought FCCBs not 
as instruments of debt but for the 
lure of the equity they promised. 
“They are least interested in the 7 
or 8 per cent rate of interest that 
they carry," notes a foreign banker. 
Not everyone, however, is equally 
pessimistic. À top executive of a 
US-based institution, which is sit- 
ting on piles of Indian FCCBs, says: 
"Investors who have invested in 


“FCCBs are hanging as a 
sword of Damocles over 


Indian companies because of 


currency, redemption and 
Interest rate risks" 


K. Ramakrishnan 
Spark Capital 


G, KESHAV RAJ 


MARKET 


PRICE AS ON 
JULY 28, 2008 (RS) 


79.40 
93.50 
9.96 
275.70 
43.50 
81.85 
77.60 
140.55 
45.30 
275.70 
241.00 
436.00 
107.00 
86.65 
51.10 


36 INCREASE REQD 
IN CMP TO EQUAL 
CONV. PRICE 


726.20 
$05.76 
469.38 
438.12 
435.54 
421.93 
416.65 
408.03 
394.39 
368,71 
348.22 
346.54 
336.03 
334.35 
328.24 
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“The situation is not grim yet. 


Not many bonds are due for 
conversion and companies 
that issued FCCBs have the 
ability to redeem them" 


Raj Bhatt 
Elara Capital 


good quality companies and are 
willing to sit through these volatile 
times are, at least, assured of getting 
their capital back with interest, re- 
gardless of whether the stock mar- 
kets rise or fall." 

FCCBs were win-win instrument 
as long as the bulls had a free run of 
the stock markets. But with the bears 
now crowding the bulls out, India 
Inc.—or at least a large percentage of 
the companies that had issued 
FCCBs—may be sitting on a time 
bomb that is ticking away on their 
balance sheets. The fear: many of the 
companies concerned may not have 
sufficient funds to redeem their ob- 
ligations. "They will have to refi- 
nance these borrowings from the 
local market at high interest rates. 
This will certainly impact their cash 
flows adversely and may even cause 
project delays," says Ashok Jainani, 
Research Head, Khandwala 
Securities Limited, Mumbai. 
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“A majority of FCCBs was 
issued between 2005-2007 
and most of them 

have a 60-month 

maturity period” 


Deegak Srinath 
Viedea Capital 


But raising fresh debt to retire an 
existing one is easier said than done. 
Besides, external commercial bor- 
rowing rules clearly forbid refi- 
nancing. “We have options. Besides, 
our company will have revenues 


7,685.62 


The Rise and 
Fall of FCCBs 


Between 2002 and 2007, 
the money raised via 
FCCBs more than tripled. 


5,410.3 
3,919.27 
2,362.88 
126.6 212 a 
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"Currently, most companies 
either reduce redemption 
premium from their net 
worth or treat it as a 
contingent liability" 


Vishal Goyal 
Edelweiss Securities 


and profits much higher than they 
are today by the time the bonds 
mature," says Menon of Subex. 
K. Ramakrishnan, Executive 
Director and Head, Investment 
Banking, Spark Capital Advisors, 
adds: “I’m concerned about the 
fact that FCCBs worth $7.7 billion 
(Rs 30,800 crore) were raised in 
calendar 2007. A lot of it remains 
unconverted, and I don’t see a great 
chance of conversion taking place 
given where the markets are.” If 
FCCBs were raised when the rupee 
was at 38/39 against the dollar, and 
if it has to be redeemed when it is 
42/43, that poses another challenge 
as debt need to be repaid in dollars. 


Double-edged Sword 

"They (FCCBs) are like a double- 
edged sword,” says T.V. Mohandas 
Pai, Director (Human Resources), 
Infosys Technologies, who is a for- 
mer Chiet Financial Officer (CFO) of 
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the company, adding that 
the downside risk in- 
creases when markets fall. 
"There is a possibility that 
many companies will de- 
fault unless they have tied 
up liquidity support," he 
says. Ramakrishnan elab- 
orates on that. *FCCBs are 
hanging as a sword of 
Damocles over Indian 
companies because of the 
interplay of currency risk, 
redemption risk, interest 
rate risk and the need for 
greater transparency in 
reporting." 

Raj Bhatt, Chairman 
& CEO of the London- 
based Elara Capital, agrees 
with some of these views, 
but points out that a num- 
ber of Indian companies 
that had issued FCCBs have 
strong balance sheets, and 
so, have the ability to re- 
deem their bonds. “The 
situation is not grim yet. 
Not many bonds are due 
for conversion now. Then, 
Aarti Drugs (which had is- 
sued FCCBs worth $12.75 
million, or Rs 58 crore in 
April 2005) redeemed 
them last month,” he 
points out. 





OF ae Nene ส ส มั Sar 


WHY ISSUERS LOVE FCCBS... 


๒ They carry low coupon rates compared to pure debt 


» They offer possibility of substantial accretion to reserves as 
in the event of the conversion of bonds into equity, the conver- 
sion premium gets added to capital reserves 


a TY eS nee re ON 
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CONCERNS ON FCCBs 


* Globally, there is a lack of uniformity in the treatment of 
corporate financing through instruments such as convertible 
bonds. This makes assessing their impact on issuers difficult 


= Currently, most companies either reduce redemption 
from their net worth or treat it as a contingent liability. 
This tends to boost profitability and suppress the cost of debt 


s The current accounting and reporting norms do not allow 
investors to get a clear view on the issuer's cost of servicing the 
debt component of FCCBs and its ability to meet the repayment 
dS a cv 


* Unlike many other countries, India does not require issuing 
companies to provide estimates of full dilution or MAC RE 


Source: Anand Rathi Securities and Edelweiss Securities 


. AND WHY INVESTORS LOVE FCCBs B 


๒ FCCBs allow investors to bereft on te pte tay 
vila casing the ร ส ั ส of debt 


conversion price.” Infosys’s 
Pai agrees on the need for 
greater transparency in dis- 
closures. “Rating agencies 
will, obviously, look at 
these very issues carefully.” 
Adds Raman Uberoi, 
Senior Director, Crisil 
Ratings: “We treated FCCBs 
as debt in our analysis and 
assigned it the appropri- 
ate risks in case conver- 
sion did not happen." 


Lingering Hopes 

But the investment bank- 
ing fraternity has not lost 
hope. Deepak Srinath, 
Founder-Director of 
Bangalore-based Il-bank 
Viedea Capital Advisors, 
dubs the alarm over FC- 
CBs as “a bit too prema- 
ture”. He reasons that a 
majority of the FCCBs were 
issued between 2005 and 
2007, and most of them 
have 60-month maturity 
periods. “I expect the 
markets to bounce back 
within two years," he 
adds. Meanwhile, he sug- 
gests, companies that have 
the reset clauses should 
negotiate with investors 
for a lower conversion 


But many investors 
have already burnt their 
fingers with Indian bonds. "Several 
investors want to exit their bonds 
but there are no buyers," says a sen- 
ior executive at a European invest- 
ment bank. They have two options: 
they can hold on to their invest- 
ments or sell out at a loss—and many 
are, in fact, exercising the second 
option. A banker says wryly: “Indian 
companies are enjoying cheap credit 
while investors are suffering.” 


The Accounting Conundrum 
Then, there is also the question of 
how Indian companies treat FCCBs in 
their books of accounts. There is a 
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justified complaint that by treating 
them as contingent liabilities, several 
companies are guilty of overstat- 
ing their health and understating 
their liabilities. Vishal Goyal, an 
analyst with Edelweiss Securities, 
notes in an 18-page report on the 
subject: *Currently, most compa- 
nies either reduce redemption pre- 
mium from their net worth or treat 
it as a contingent liability. Thus, 
their profit & loss accounts do not 
reflect the actual cost of FCCBs. This 
issue is particularly relevart for 
companies whose current share 
price is significantly lower than their 


price. They must also start 
figuring out ways to refi- 
nance the debt in case their stock 
prices remain at present levels. 
Subex seems to be doing that, 
though its management expects its 
share price to rebound before its 
bonds mature. “We have not yet 
lost hope. In case we can't use the 
conversion option, we will refi- 
nance the debt or raise equity to 
redeem the bonds," says Menon. 
The companies will raise rupee 
debts in the domestic market and 
clear dollar debts after conversion in 
local markets, according to ana- 
lysts. Meanwhile, the time bomb 
continues to tick away. 8 
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» Our fifth annual s o) f companies that 
-have delighted their shareholders the most. 
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India's Most 
ก ต ล เห ล ั ว ไห 6 ly 
0 เก ท เว ล เพ อ ร 


We know. You don't think there are any investor-friendly companies 
in this market. But in a world where performance is relative, there 
are some who managed to put a smile on their shareholders' faces. 






d 





NTIL EARLY THIS YEAR, IT DIDN'T TAKE MUCH TO MAKE YOU HAPPY IF YOU WERE AN 
equity investor. India seemed like the flavour of the decade, India Inc.'s flag- 
bearers were snapping up big rivals elsewhere in the world, and Sensex at 
25.000 was where we were all headed (gosh, all that seems so awfully long 
ago now). Cut to today, investors are licking their burnt fingers and swearing 
never to touch equity again. Not surprising at all. In a stock market that has plunged 
from 21,000-something to less than 15,000 now, there's hardly anyone—small or big 
investor—who hasn't lost money. 

But it's equally true that equity provides the best returns over the long term. So, if you are 
in for the long haul, who should you be investing with? Which are the companies that treat 
their shareholders like kings? Which companies announce their results on time, hold their an- 
nual general meetings every year and, most importantly, have a history of paying dividends 
consistently? As you can probably imagine, there aren't too many of them. What makes it harder still 
for companies is our methodology, which makes them jump through some tough hoops (see How We 





Did It on page 154). For example, to make the cut, a company must have had extraordinary appreciation 
in its stock price for three years in a row, among others. 

The list that you see on the next page, then, represents companies that have delivered on our method- 
ology's demands. You'll find the Top 10 featured on the pages that follow. As you can tell, these aren't 
(minus a handful) the biggest companies in corporate India, but they are—well, in some sense—like 
Gautam Gambhir: they won't give you sixes every over, but they score steadily over the long haul. So, 
if you are betting on stocks for the long term, this is a good list to start with. 
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Aban Offshore 

Jindal Steel & Power 

Shriram City Union Finance 

Voltas 

Core Projects & Technologies 

K S Oils 

Jai Corp 

Asian Paints 

Modern India 

Sesa Goa 

Blue Star 

Reliance Industries 

Great Eastern Shipping Co. 

Madras Cements 

Shriram Transport Finance Co. 

Hercules Hoists 

Adani Enterprises 

Sterling Intemational 
implex Infrastructures 
agar Cements 

Nava Bharat Ventures 

Zandu Pharmaceutical Works 

Diamond Power Infrastructure 

Bosch Chassis Systems India 

Sterlite Industries (India 

Usha Martin 

Himadri Chemicals & Inds. 

Larsen & Toubro 

Exide Industries 

Jindal Drilling & Inds. 

Satyam Computer Services 

Pidilite Industries 

Opto Circuits (India 
aiprakash Associates 

Amara Raja Batteries 

Steel Authority of India 

Rain Commodities 

Gujarat Fluorochemicals 

ICSA (India 

Texmaco 

Monnet Ispat & Energy 

Era Infra Enga. 

Rajesh Exports 

Genus Power Infrastructures 

Gujarat Sidhee Cement 

Jain Irrigation Syste: 

United Spirits 

NTPC 
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20.49 
31.56 
20.95 
15.03 
35.00 
35.00 
35.00 
6.26 
35.00 
16.97 
18.31 
7.95 
5.89 
6.56 
12.66 
13.75 
31.09 
35.00 
7.49 
35.00 
947 
25.01 
35.00 
2.16 
16.56 
11.97 
28.99 
9.37 
9.75 
21.52 
2.57 
5.25 
20.92 
9.58 
14.14 
6.59 
11.99 
3.65 
15.51 
7.34 
10.47 
17.66 
5.32 
7.68 
5.50 
9.35 
11.04 
2.75 
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| igger of 
slack Gold 


BAN OFFSHORE, INDIA’S 
7 A largest private sector off- 
, Ashore oil services provider 
ind tenth-largest player in the 
world, has shown an uncanny 
ibility to take advantage of 
favourable market conditions to 
hart a rapid growth path. 
Ru naway oil prices have meant 
lat exploration and prospecting 
E&Y) activities are at their peak, 




















9 to global oil majors' quest 
8 or newer oil reserves. This has 
9 ed to a significant shortage of 

Jil rigs across the world, thus 
9 > 
| 

COMPANY: 
0 ARI 

BAN OFFSHORE 


un 














CHAIRMAN: 
VS. Rao 


INDUSTRY: | 
Jitshore oil exploration 


-MOST INVESTOR-FRIENDLY MOVE 
Choosing inorganic route to grow 


SHARE PRICE AS ON JUNE 30, 2008 
Rs 2876.55 

SHARE PRICE AS ON JULY 1, 2005 

Rs 419.40 

Source:CMIE Prowess; adjusted closing 
Stock price 
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Aban Offshore's Gopalkrishnan: Eyeing 


both organic and inorganic growth 


bt special 


pushing up the daily rig rates nearly 
three-fold over the last four years. 
In 2006-07, Aban surprised 
stock markets by announcing the 
acquisition of Sinvest ASA, Norway 
for $1.3 billion (Rs 5,500 crore). Its 
2005-06 revenue was just Rs 505 
crore. Funded by a large dose of 
debt, the Sinvest acquisition gave the 
company access to 10 new vessels. 
“Over the last 20 years, no new 
rigs had come into operation. We 
anticipated the demand coming," 
explains C.P. Gopalkrishnan, 
Deputy Managing Director, Aban 
Offshore, on its decision to acquire 
a player many times its own size. 
“We are a global cost leader and 
considering the oil prices, we were 
confident of repaying the debt 
raised for the acquisition," he adds. 
With 21 rigs in its fleet (with 
an average age of 10 years against 
global average of 22.9 years), Aban's 
consolidated revenues for 2007-08 
grew by 164 per cent to Rs 2,128 
crore and profits stood at Rs 123 
crore (compared to a loss of Rs 14 
crore in 2006-07). It has declared a 
dividend of 180 per cent. *Aban 
appears to have bought these 
(Sinvest) assets cost effectively and 
at an appropriate time, consider- 
ing the long-term industry outlook, 
prevailing day rates and projected 
payback period," says Morgan 
Stanley in its June research report. 
It expects the global investment in 
E&Y to increase 13 per cent from 
$230 billion in 2007 to $260 billion 
in 2011. Much of the investment 
growth is likely in Asia and West 
Asia and Aban's assets are apt for 
drilling conditions in Asia-Pacific 
and the West Asia, Morgan Stanley 
further points out in its report. 
Aban's next step is to look at 
deep-sea drilling (depth of 10,000- 
12,000 ft). “We are looking at both 
organic and inorganic options. We 
want to grow," says Gopalkrishnan. 
Aban's growth story, it appears, 
has just begun. 
N. MADHAVAN 
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JSP's.Gujral: Planing to 
ramp.up Capacity 





RICES OF COKING COAL, A P 

key input for making 

steel, have almost dou- 
bled over the last one year, but 
there's no sweat on Vikram 
Gujral's brow. Sure, the Vice 
Chairman and CEO of Jindal 
Steel and Power (SPL) has been 
able to increase steel prices by 
around 35 per cent, but that's 
not the reason why he's in 
clover. Rather, [SPL has what not 
too many steel makers in the in- 
dustry have: the advantage of 
having its own iron ore mines 
and a merchant power plant. In 
fact, “JSPL is the only Indian 


COMPANY: 
JINDAL STEEL & POWER j 


EXECUTIVE VICE CHAIRMAN & MD: 
Navin Jindal 


INDUSTRY: 
Steel, power, mining iron ore, coal and 
diamond exploration 


MOST INVESTOR-FRIENDLY MOVE: Has the 
advantage of having its own iron ore 
mines and a captive power plant 


SHARE PRICE AS ON JUNE 30, 2008: 
Rs 1,752 

SHARE PRICE AS ON JULY 1, 2005: ; 
Rs 174.72 


Source:CMIE Prowess; adjusted closing 
stock price 


player with a unique blend of steel and merchant power business,” says 
Tarang Bhanushali, Research Analyst, India Infoline. “It has superior 


technological capabilities and impressive execution record.” 
Don't take Bhanushali for his word. Take a look at JSPL’s num- 


bers. In 2007-08, the Delhi-headquartered company upped its net 
profits by 75.96 per cent to Rs 1,236.96 crore and revenue by 53.72 
per cent to Rs 5,410.75 crore. In the quarter ended June 30, 2008, 
it racked up a net profit of Rs 402.30 crore, compared to 
Rs 250.11 crore for the corresponding quarter last year. Total income 
jumped to Rs 1,902.74 crore, compared to Rs 1,232.73 crore for the 


same quarter a year ago. 


Given a market place that's chronically power starved and yet in 
growth mode, JSPL plans to ramp up capacity. In another 12 years, 
it hopes to have an annual steel capacity of over 30 million tonnes 


from 2.9 MT at present, and power generating capacity of 6,160 MW 
(1,000 MW currently). Says Gujral: 


“Given the emphasis on infra- 


structure development, the demand for steel will increase, especially 


for roads, bridges and housing.” Evidently, investors agree with his 4 


assessment. The 33 per cent drop in JSPL’s stocks closely tracks 
the 31 per cent correction in Sensex over the last seven months. 
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At CDI quality lies in the standards we set for ourselves. We think change is an adventure. We are 
prepared for the future. CDI, the largest animation film outsourcing company in South Asia is 
presently working on prestigious international assignments worth US$65.80 million. With a 


phenomenal growth of over 493% in just 5 years, CDI is fast emerging as Asia's undisputed leader 
in the animation film industry. 
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SCUF’s Kannan: Riding the boom 


in middle- 


las 


ONSUMER FINANCE COMPA- 

nies in India are generally 

either scaling down their 
business or shutting shop altogether, 
but not Shriram City Union Finance 
(SCUF). In sharp contrast, the 
Chennai-based consumer finance 
firm is bravely going where few of 
its competitors want to go. Result: 
Its net interest income as a per- 
centage of revenue has shot up 
from Rs 100 crore in 2005-06 to 
Rs 356 crore in 2007-08, while its 
net profit has soared from Rs 32 
crore to Rs 88 crore in the same 
period. Guess what? It anticipates 
100 per cent compounded annual 
growth rate (CAGR) at least over 
the next five years. “We estimate 
our target market for lending to 
be at least Rs 15,000 crore,” says 
R. Kannan, the firm's MD. It's easy 
for any consumer finance company 
to increase its disbursements; the 
harder act is to keep its profits 
ringing. Evidently, SCUF has cracked 
that problem as well. Its profit mar- 
gins are at least 25 per cent, minus 
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» COMPANY: 


SHRIRAM CITY 
UNION FINANCE 


CHAIRMAN: 


R. Thyagarajan 


INDUSTRY: 
Consumer lending, finance 


MOST INVESTOR-FRIENDLY MOVE: 
Consistently declaring dividend of 30- 
40 per cent; focussing on the small 
businessman and trader 


SHARE PRICE AS ON JUNE 30, 2008: 
Rs 339.85 

SHARE PRICE AS ON JULY 1, 2005: 
Rs 48.6 


Source: CMIE Prowess; adjusted closing 
Stock price 


sticky loans, which last year ac- 
counted for a bare 2 per cent of to- 
tal advances. A healthy P&L allows 
sCUF to reward its shareholders 
generously. Last year, for instance, 
it paid out a 40 per cent dividend. 
“We find (consumer finance) even 
more lucrative than our truck fi- 
nancing business," says Shriram 
Group Chairman R. Thyagarajan. 





What also gives SCUF an edge 
over competitors is its robust chit 
funds business. Over the last 30 
years, Shriram Chit Funds has acqu- 
ired more than three lakh cus- 
tomers. That explains why SCUF 
managed to disburse consumer 
loans worth Rs 3,744 crore in 
2007-08 alone. Most of its borro- 
wers are middle-class consumers 
and others who have little access to 
bank finance. That clientele ranges 
from a middle-class consumer to a 
small businessman. The average 
loan size is Rs 5 lakh, although SCUF 
is equally happy lending as little as 
a few thousand rupees and as much 
as Rs 10 lakh. “Our success is 
equally on account of our collection, 
which we have learnt from Shriram 
Chit Funds not to outsource,” Says 
Subhasri Sriram, Executive Director. 
The firm’s smarts will be tested as it 
moves out of South, which acco- 
unts for 90 per cent of its busi- 
ness, to other parts of India. 
Investors will be watching. 

NITYA VARADARAJAN 





Join the Pact with Lewis Hamilton and Mika Hakkinen 

to never drink and drive. Get a chance to watch the Grand 
Prix in Singapore. Enjoy the world's first night race ... 
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of the racing world first hand. 
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Voltas’ Soni: Betin; 


on จ or jel tS 


t's a Cool One 





T's THE ONLY CONSUMER ? COMPANY: 
เณ company in the top P VOLTAS 
10 and the only other air- CHAIRMAN: 
conditioning company on our [shaat Hussain 
list. But here's the thing: Voltas, INDUSTRY. — 
part of the Tata Group, isn't Air-conditioning and engineering 
really a consumer durables services - 


MOST INVESTOR-FRIENDLY MOVE: 
Re-positioned as an engineering 
solutions provider. Dividend pay-out of 


company. Rather, it's an engi- 
neering solutions company that 
does everything from electrical 





work to temperature and venti- — 25-30 per cent Y-o-Y t 

lation control to manufactur- SHARE PRICE AS ON JUNE 30. 2008: 

ing materials handling equip- ผิ ร 123.75* 

ment. Did you know, for in- — SHARE PRICE AS ON JULY 1, 2005: 

stance, that Hyderabad’s new Rs23.36* 

international airport will get its Source: CMIE; *Adjusted for stock split and 
bonus issue 


electrical, plumbing and cool- 
ing systems from Voltas? Says A. 
Soni, MD, Voltas: *We are replicating our international MEP (me- 
chanical, electrical and public health) business model in India that's 
based on scale and scope. The scope has already changed from HVAC 
(heating, ventilation and air-conditioning) to MEP and the scale is get- 
ting bigger with bigger projects coming our way." 

Some of the recent MEP projects that form part of its Rs 5,700 
crore order book include those from Fortis Healthcare, Neptune 
Mall in Mumbai, and Indira Gandhi Indoor Stadium Complex, 
New Delhi. *At present, just 10 per cent of the domestic air- 
conditioning market constitutes MEP projects, but the business is 
growing," says an IL&FS Investsmart India report on Voltas. On his 
part, Soni wants to more than triple the company's top line from 
Rs 3,086 crore in 2007-08 to Rs 10,000 crore by 2010-11. And 
he's also looking at acquisitions as a route to that target. “We look 
at acquisitions in terms of certain expertise and one that will 
add to our top line growth," Soni explains. Despite its fuddy-duddy 
image, Voltas is a company on the go. 

ANUSHA SUBRAMANIAN 
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Learning All the 
Right Moves 





> COMPANY: 


” CORE PROJECTS & 
TECHNOLOGIES 


CHAIRMAN: 
Sanjeev Mansotra - 


INDUSTRY: 
Technology specialising in the 
education vertical 


MOST INVESTOR-FRIENDLY MOVE: 
Plans to expand domestic business 
and consolidate all foreign entities 


SHARE PRICE AS ON JUNE 30, 2008: 
Rs 179.15 

SHARE PRICE AS ON JULY 1, 2005: 
Rs 2.14 


Source: CMIE Prowess; adjusted closing 
stock price 


business is not one that’s in- 

stantly associated with 
money, but Mumbai-based Core 
Projects & Technologies, which 
provides end-to-end solutions 
in the education space globally, 
has business flowing in like 
never before. In 2007-08, it re- 
ported net sales of Rs 446 crore, 
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bt special 


a growth of 130 per cent over 
the previous year. Profits grew by 
153 per cent to Rs 84.5 crore. It 
is perhaps this growth that 
prompted the A.V. Birla group to 
buy a minority stake in Core. 

"We strongly believe that the 
education sector will continue to 
do well worldwide. Countries 
like the us, the UK, Australia and 
Africa are spending anywhere 
between 4 per cent and 6 per 
cent of GDP on education. India is 
planning to spend roughly 7 per 
cent of GDP (11™ Plan 2007- 
2012) on education," says Sanjeev 
Mansotra, Chairman and MD, 
Core Projects & Technologies. 
“We are extremely confident of 
achieving a 30 per cent organic 
growth in the us and the UK,” 
he adds. These markets fetch 95 
per cent of Core's revenues. The 
rest comes from India and the 
West Asia. In all, the company 
provides solutions across 19 
states in the us, 1,200 schools 
in the UK, eight countries in 
Africa and three countries in the 
Caribbean Islands. 

The company, however, 
plans to increase its India focus. 
"We expect a very healthy 
growth in India. The scope in 
India with the state governments, 
universities and within institu- 
tions of higher learning such as 
IGNOU 1s huge," says Mansotra, 
who believes that the Core's part- 
nerships with organisations like 
IL&FS, IBM, & IGNOU will help it 
crack the domestic market. 

To improve its profit mar- 
gins, the company has been con- 
solidating its companies in the 
US and the UK, centralising cor- 
porate functions such as HR, ac- 
counts, marketing and adminis- 
tration and moving most of its 
product development to offshore 
development centres in India. 
Looks like Core wants the best of 
both worlds. 

[.V. MAHALINGAM 
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ITH A TURNOVER OF 
COMPANY: 
more than Rs 2,000 PKS OILS 
crore in 2007-08 and 
a market cap in excess of CHAIRMAN: 
Rs 1,800 crore, Morena-based Ramesh Chand Garg 
KS Oils is a leading player in the INDUSTRY: 


Edible oils (mustard, rapeseed oil) 


MOST INVESTOR-FRIENDLY MOVE: 
Entered the branded oils space. 


country's edible oil industry. 
With a market share of 7 per 
cent in the overall mustard oil 
industry (valued at Rs 12,000 — Increased sales in retail outlets 
crore), the company controls a SHARE PRICE AS ON JUNE 30, 2008: 
fourth of the organised mus- — Rg 48.7 

tard oil market in India. SHARE PRICE AS ON JULY 1, 2005: 
However, the organised mar- แร 3.24 | 
ket itself accounts for just 15 per Source: CMIE; adjusted closing stock price 
cent of overall mustard oil sales 

in the country. Little wonder, then, KS Oils has been aggressively 
pushing its branded products and is reaping rich rewards. 

In its recently-declared first quarter results, revenues leapfrogged 
by 90 per cent to touch Rs 696 crore and net profit soared 75 per 
cent to touch Rs 41 crore y-o-y. “Our surge in revenues is largely due 
to our FMCG-led retail sales focus,” says Sanjay Agarwal, MD, KS Oils. 
“Our products Kalash and Double Sher are now being sold in 
Big Bazaar, Spencers and More outlets in certain cities in eastern 
India ," he adds. The company plans to reach out through other or- 
ganised retail outlets in rest of the country. It has also launched its 
first television commercials in certain parts of the country. *We have 
allocated a budget of Rs 10 crore for advertising and marketing 
spends," says Agarwal. 

Analysts who track the company say that KS Oils’ transparency 
and willingness to reach out to shareholders makes it a great com- 
pany to follow. *As an analyst, it's a great company to work with. 
You call them late in the night and they are ready to talk numbers. 
It's a fundamentally sound mid-cap company," says Girish Solanki, 
an analyst with Angel Broking who tracks the company. The com- 
pany's snazzy website is proof enough. 
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Enrichea Growth 


Unaudited Financial Results for the quarter ended 
30" June, 2008 


a -z ume T PYE. 
SO VA a EU 


(Rs. in crore) 
Year 
ended 

31-Mar-2008 


Net sales / Income from operations 

Other Income 

Total Income 

Total Expenditure 

a) Increase(-) / decrease(+) in stock in trade 
b) Consumption of Stores & Spares 

c) Employees Cost 

d) Selling Exps incl. Freight out 





fens 


Exceptional Items 
Profit from ordinary activities before Tax (3)-(4+5+6) 
Provision for Tax 
- Current Tax & FBT 
- Deferred Tax 
9. Net Profit from ordinary activities after Tax (7-8) 
10. Extraordinary items 
(net of tax expense Rs.-) 
11. Net profit for the period (9-10) 


ONAN 


13. Reserves excluding revaluation reserves 
14. EPS for the period (Rs.) - Basic and diluted 
before and after extraordinary items 
EPS - post spilt & bonus issue 


15. Public shareholding 
- Number of Shares (see Note-1) 


- Percentage of shareholding ซี | Sy TT 
1, Consequent to allotment of two bonus shares for every share held, the authorised capital has been increased to Rs.400 crore and paid up capital to 
Rs.396.47 crore. 


2. The activities of Panna Diamond Project have remained suspended during the year, as per the directions of MP Pollution Control Board and the 
Empowered Committee of the Hon'ble Supreme Court and there is no change in the status of UPFO plant. 


3. It has been decided to lease / sell the plant and machinery of Lalapur Silica Project. 


4. The Company has received 3 complaints from investors and all of them were disposed off; therefore, complaints lying unresolved at the quarter ended 30- 
Jun-2008 be treated as "NIL". 


5. The above results have been reviewed by the Audit Committee at its meeting held on 24-Jul-2008 and approved by the Board of Directors at its meeting 
held on 24-Jul-2008 at Hyderabad. 


6. The above Unaudited financial results have been subjected to limited review by the Company's Statutory Auditors. 
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Q1 - Sales - Iron Ore (Qty.) Q1 - Turnover Q1 - PBT Q1 - PAT 


Segment-wise Revenue, Results and Capital Employed 
Under Clause 41 of the Listing Agreement 


(Rs. in crore 
Unaudited Auditec 


Year 
ended 
31-Mar-2008 





















Segment Revenue 
(net sale / income from each segment) 
a) Iron Ore 5,705.32 
b) Other Minerals & Services 5.99 
Total 5,711.31 
Less: Inter segment revenue á 
Net Sales / income from operations 
2: Segment Results 
(profit (+) / loss (-) before tax and interest 
from each segment) 
a) Iron Ore 4,490.09 
b) Other Minerals & Services -24.36 
Total 4,465.73 
i) Less: Interest ง 
ii) Add: Other unallocable income 481.74 
net of unallocable expenditure 
Total Profit before Tax 
3. . Capital Employed 
(Segment Assets-Segment Liabilities) - 
a) Iron Ore 935.10 
b) Other Minerals & Services 1.12 
c) Other Offices 7,148.02 
Total 


For and on behalf of 


Place : Hyderabad NMDC Limited 
Date : 24th July, 2008 


NMDC Limited 


(A Government of India Enterprise) 
Regd. Office: “Khanij Bhavan", 10-3-311/A, Castle Hills, Masab Tank. Hyderabad - 500 173 


Sd/ 
(Rana Som) 
Chairman-cum-Managing Director 
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rp’s Jain: 
Focussing on SEZs 


Basking in Reflected Glory 





F GUINNESS HAD EN- 
tries for record stock 
performances, Jai 
Corp. would be a shoo- 
in. Over the last three 
years, Jai’s stock price 
has meteored some 
9,000 per cent—from 
Rs 4.63 in beginning of 


July 2005 to Rs 429 


148 


now (Aug 1; price ad- 
justed for bonus and 
stock split). Needless to 


COMPANY: 
JAI CORP 


CHAIRMAN: 
Anand Jain 


INDUSTRY: 
SEZs, textiles, steel 


MOST INVESTOR-FRIENDLY MOVE: 
Shifted focus to SEZ and real es- 
tate. Issued 1:1 bonus shares, 
split shares to improve liquidity 


SHARE PRICE AS ON JUNE 30, 2008: 
Rs 297.8* 


SHARE PRICE AS ON JULY 1, 2005: 
Rs 4.63* 


Source: CMIE; * Adjusted for stock 
split and bonus issue 


say, along the way, it 
has bumped its head 
against the Bombay 
Stock Exchange circuit 
breaker multiple times. 
Ask D-Street watchers what's so hot about a company 
that had revenues of Rs 438 crore and a net profit of 
Rs 128 crore in 2007-08, and they'll throw up their 
hands, but tell you reverentially that it's an Anand Jain 
company. Jain is, of course, considered Reliance Industries 
supremo Mukesh Ambani's right hand man. 

But there's good reason why there are only buyers and 
no sellers on this counter. Jai, which started in 1985 as 
a manufacturer of specialised textiles and steel, owns a 10 
per cent stake in Mumbai SEZ Ltd and Navi Mumbai sez, 
both of which are majority-owned by Mukesh Ambani. 
One of Jai’s subsidiaries has a Rs 3,300-crore real estate 
fund, Urban Infrastructure Fund. Jai also owns a stake in 
Rewas Port, which is close to the two SEZs. With 12,000 
acres of land already bought, Jai has started work on the 
sEZs. When BT asked Anand Jain for financial projections 
for the new projects, he simply quipped, *Sky is the 
limit". Advice: you don't want to take this man lightly. 
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Asian Paints’ Dani: 
Acquiring to grow 


HEN YOU ARE TALKING TO ASHWIN 
Dani, Vice Chairman and MD of 
Asian Paints, don’t ever use the 
word whitewash if you mean to say paint. 
Otherwise, the affable Dani will look at 
you in mock horror and take pains to ex- 
plain the difference. Point: Dani, who's got 
paint flowing in his veins, is very particular 
about how his company is projected among 
consumers and investors. After all, it is 
Asian Paints' superior brand image that has 
made it the #1 player in India and an 
emerging global player. *Internatonal busi- 
ness has been doing well and it should grow 
in future," says Dani. Between 1999 and 
2003, Asian Paints acquired six companies 
abroad. Now, close to 20 per cent of its rev- 
enues come from overseas. 
Aggressive spending on marketing and 
branding (it accounts for nearly 4 per cent 
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> COMPANY: 
” ASIAN PAINTS 


VICE CHAIRMAN & MD: 
Ashwin Dani 


INDUSTRY: 
Paints 


MOST INVESTOR-FRIENDLY MOVE: 
Over 50 per cent of profits paid as 
dividend and 95 per cent of equity 
capital issued as bonus shares 


SHARE PRICE AS ON JUNE 30, 2008. 
Rs 1,148.5 

SHARE PRICE AS ON JULY 1, 2005: 
Rs 411.55 


Source: CMIE Prowess; adjusted closing 
stock price 











of sales), acquisitions and the 
boom in the domestic market 
have kept Asian Paints on a roll. 
Consider this: Between 1999- 
2000 and 2005-06, its net profit 
rose 94 per cent while in the last 
two years (2006-07 and 2007- 
08) it doubled. In absolute terms, 
in the first six years net profit 
rose to Rs 188 crore from Rs 97 
crore, and in the last two years it 
doubled to Rs 377 crore from 
Rs 188 crore. Dani readily admits 
that robust demand for paints 
has helped. 

Happily for Asian Paints’ in- 
vestors, Dani has been willing to 
put some money back in their 
pockets. Dividend payouts in the 
recent years have been more than 
50 per cent of net profit. “We 
try to look after the interests of all 
our stakeholders, and our share- 
holders are part of it,” says Dani. 
Despite the payouts, most of the 
acquisitions have been funded 
through internal accruals. As a 
result, Asian Paints’ debt of 
Rs 95 crore is just a tenth of its 
net worth of Rs 900 crore. Most 
of its equity capital—over 90 per 
cent of Rs 95 crore—has been 
built through bonus shares. Its 
last bonus issue was in 2003, and 
shareholders are hoping that Dani 
will do an encore this year. 
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E WHO WOULD CLIMB THE 

ladder must begin at the 

bottom”. This line from 
the first page of Modern India’s 
2007-08 annual report is a pithy 
and fitting description of the turn- 
around that Vijay Kumar Jatia has 
pulled off at Modern India. Once a 
textile firm, Modern turned sick 
in 1986 and spent 10 long | years as 
a basket case. Today, in its 75th 


> COMPANY: 
MODERN INDIA 


CHAIRMAN & MD: 
Vijay Kumar Jatia 


INDUSTRY: 
Real Estate and Trading 


MOST INVESTOR-FRIENDLY MOVE: 
Follow built and lease model rather 
than outright sale, leading to steady 
cash flow and appreciation in real 





estate price 

ae year, Modern has reinvented itself 

วา แล น น นา ร น ส ม อ as a real estate company. 
SHARE PRICE AS ON JULY 1, 2005: Jatia, Chairman and MD of 
Rs 12.58 Modern, knows just what did the 
Source: CMIE Prowess; adjusted closing trick. Asa rehabilitation project, 
stock price the first real estate project came 
up in the textile mill in central 
Mumbai,” he recalls. That helped Modern, founded in 1933, repay its 


loans. The rest, as they say, is history. In 2004, Modern shut its textiles 
business for good and became a real estate developer. Improved fi- 
nancials and a boom in real estate have resulted in Modern’s stock soar- 
ing more than 1,800 per cent over the last three years. Interestingly 
enough, while real estate stocks have taken a huge hit in the recent 
months, Modern’s hasn’t been much impacted. One reason, analysts 
say, could be its development model. Instead of outright sale, Modern 
gives away its properties on rent. Morever, Modern has revised its 
rentals to Rs 225-275 per square foot from Rs 75. 

Following its success in Mumbai, Modern is setting up an IT SEZ in 
Khapholi and a Free Trade Warehousing complex in Panvel, both near 
Mumbai. “The warehousing complex is located near the Jawaharlal 
Nehru Port Trust and the proposed international airport. Lots of 
companies will want to use our infrastructure either for imports or ex- 
ports,” says Jatia. Second time lucky, did you say? 
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VER THE LAST 54 > COMPANY: 
Ore India’s SESA GOA 


largest private eX- wan aging DIRECTOR: 





porter of iron ore has seen PK Mukherjee 
three different owners (in- ^ ป 
cluding Baron Ludovic who INDUSTRY: 

Tron ore mining 


set it up in 1954; Mitsui, 
which bought a 51 per cent 
stake in it in 1996; and 
Vedanta Resources, which 
acquired Mitsui's stake in 
2007), but one thing has 
remained unchanged about 
it—at least since 1981. It 
has paid dividends every 
single year since. And now, 
thanks to the new owner 





MOST INVESTOR-FRIENDLY MOVE: 
Stock split by reducing face value 
of shares from Rs 10 to Re 1 and 
1:1 bonus for shareholders 


SHARE PRICE AS ON JUNE 30, 2008: 
Rs 3,378.80 

SHARE PRICE AS ON JULY 1, 2005: 
Rs 577.20 


Source: CMIE Prowess; adjusted J 
closing stock price 





and the global boom in 
steel prices, Sesa Goa is an even sweeter spot. 

The Goa-headquartered company, which has seen its 
profit grow from just Rs 26 crore on sales of Rs 668 
crore in 2003 to Rs 1,548 crore on sales of Rs 3,871 crore 
in 2008, has rewarded investors handsomely. The payout 
percentage, which used to be 20-25 per cent till 2003- 
2004, has gone up to 200-300 per cent over the past few 
years. Analysts are also happy with the new owner’s 
openness. "It's easy to get relevant information from 
them, and that helps us take an informed decision about 
the stock,” says an analyst who didn't wish to be identified. 

In the first quarter of 2008-09, Sesa Goa's net sales grew 
by 151 per cent to Rs 1,300 crore and profit after tax rose 
by 382 per cent to Rs 630 crore (year-on-year basis). The 
sales volumes of iron ore, which contributes 80 per cent to 
the company's revenues, rose by 47 per cent and it pro- 
duced 3.5 million tonnes of iron ore during the quarter. 

Sesa Goa is ramping up production from 10.8 million 
tonnes per annum (MTPA) to 15 MTPA by end of March 
2009. Says P.K. Mukherjee, Managing Director of Sesa 
Goa: “We have created a 10-year vision that sees Sesa Goa 
among top 4-5 mining companies in the world.” 

RACHNA MONGA 
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Screening 
Only those companies that are listed on both BS 
and NSE and have more than Rs 250 crore | 
market capitalisation (as on June 30, 200€ 
were selected. A total of 332 companies cleare 
this stage. Thereafter, companies with an averag 
daily turnover of more than Rs 1 crore on NS 
and BSE (combined) were considered. Only 26 
companies cleared this test. Thereafter, con 
panies that outperformed the BT 50 index ove 
the last three years (not just for three years ove 
all, but for each of the three years i.e. on 
year-on-year basis) were considered. Only 5 
companies cleared this test. Seven of these we! 
excluded from the list as their shares were n 
traded on July 1, 2005 or they listed after Jur 
30, 2008. Only 48 companies were consit 
ered for their investor friendliness. 


Parameters 

The first and the most important parameter is tt 
retum given to investors, and it carries 35 mari 
(out of 100). This is measured by the share pric 
(adjusted for rights/bonus issues, etc) appreciatic 
over the last three years. For this, stock pe 
formance during July 1, 2005-June 30, 20C 
was considered. The companies that gave mo 
than 1,000 per cent return (total and not a! 
nualised) got full 35 marks. Else, the marks we 
awarded on a proportional basis. 


Second is investor care and carries 65 mark 
distributed over four subheads comprising: 


m Regular dividend distribution: We considen 
the average dividend payout for the last thn 
years. Companies with over 100 per cent avt 
age dividend payout got full 20 marks, while tl 
ones below 10 per cent weren't given al 
marks. The others got marks on a proportior 
basis. 


m Disclosing shareholder information on tim 
Companies where the average gap betwe 
quarter ending and results declaration date (for t 
last 4 quarters) was below 10 days, got full . 
marks. The ones where the gap was more th. 
25 days did not get any marks, and those tt 
had a gap of 10-25 days received marks or 
proportional basis. 

8m Number of investor complaints: Compani 
where the average investor complaints we 
more than one per Rs 1 crore of public holdi 
did not get any marks. All others, got ma! 
proportionately. 

@ Holding AGM on time: Companies that cc 
ducted the AGM within 60 days (of their financ 
year ending), got full 15 marks. And the or 
where the gap was more than 180 days | 
zero marks. Companies with gaps of 60-180 di 
got marks on a proportional basis. I 
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THE 


MORTGAGE 


CRUSH 


If you are lagging behind in your installments, 
here's how to catch up and survive the 
interest rate hike without going 





downhill with your finances. 
K.R. BALASUBRAMANYAM 


HEN AMBI LAXMAN, A 
government employee, 
took a home loan five 
years ago, interest rates 
were a mere 7.5 per 
cent per annum. The 40-year-old's 
equated monthly installments (EMI) 
worked out to just Rs 806 per lakh 
for a 20-year term, and were easy 
on his wallet. But the good times 
did not last for long. Interest rates 
began to rise and increased to 11 
per cent per year. Ambi’s EMI was- 
n't enough to cover his basic in- 
terest cost, let alone the principal re- 
payment. The bank called him to 
increase his installment. 

It's a story that plays out across 
the country as millions of home 
loan borrowers struggle with their 
mortgage payments. ^I have a large 
number of clients who borrowed 
when the interest rates were at or be- 
low 8 per cent," says B. 
Raghavendra, Director, PV Money 
India, a mortgage sales agent. He 
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explains how people invited this sit- 
uation. Borrowers often overlook 
the fact that in the first few years, a 
bulk of their EMIs goes towards in- 
terest (see How You Pay It Off) 
and, in fact, barely clear 20 per cent 
of their home loan outstandings by 
the end of the ninth year. 

When interest rates were low, 
many homeowners overborrowed, 
but are now finding it difficult to 
cope with the increased monthly 
installments. *Those who borrowed 
at 7.5 per cent for 20 years are 
now paying Rs 226 more per lakh 
every month," says Raghavendra. If 
you are among the many home- 
owners straining under the home 
payment budget, it's time to get 
your finances in order. 







Keep 

Borrowing Simple 

HDFC Chairman Deepak S. Parekh 
blames complex structure home 
loan products for the trend. In 
HDFC's annual report, Parekh notes: 
“Evidence has now shown that what 
works best for home loan borrow- 
ers are plain vanilla amortising loan 
products and not complex interest 
loans or exotic structures where in- 
terest rates are kept artificially low 
for the initial period, which then 
suddenly escalate to high floating 
rates. In most cases, borrowers 
rarely understand the risks involved 
in these complex products and 


invariably end up being stretched 
beyond their means." 


Stay Ahead 
As interest rates are rising, it's also 
time to provide for the future. That 
trend might see homeowners de- 
faulting on their home loans. 
Besides, the Reserve Bank of India 
increased the repo rate, the rate at 
which it lends to banks, by 50 basis 
points on July 29 to 9 per cent. 
Housing finance companies and 
banks, followed suit, raised rates 
twice in July 2008. HDFC increased 
its floating rates to 11.75 per cent 
from 11 per cent last month. As 
home loan costs go up, so does the 
risk of an increase in defaults. “I 
fear that the default rate in the 
home loan segment may go up since 
EMIs have gone up,” says Prakash P. 
Mallya, CMD, Vijaya Bank. 
Raghvendra suggests that bor- 
rowers can pay an additional EMI or 
two every year in the first few years 
of the loan tenure. “These addi- 
tional payments will cut several reg- 
ular EMIs later. Borrowers can use 
their incentives or bonuses to pay 





“Don't invest in property for the sake of 
tax benefits” 
Srikala Bhashyam/ Managing Partner/ RS Consultants 


Headed North 


Another round of home loan rate hikes is likely. 


2003 1.5 

2004 8.5 
2005 9.0 
2006 9.5 


2007 10.5 
2008 11.75* 


Figures in per cent are floating rate of interest 
*As of August 1, 2008 Source: PV Money India 


THE OTHER SIDE OF DEFAULTS 


Just what could go wrong in the future, and how you can streamline your installments. 


What happens when a 

customer defaults? 

From March 31, 2005, an asset turns 
non-performing if an instalment is 
overdue for 90 days. If a borrower 
defaults for three consecutive months, 
financiers meet the borrower 

to ascertain whether there are any per- 
sonal difficulties, like medical emergen- 
cies, unfortunate events like death, job 
loss, relocation from abroad, etc. 
Banks may be sympathetic if the 
house is occupied by the family and 
work out a payment schedule that suits 
the borrower. 


How can one catch up with EMIs? 
In home loans, penalties are not heavy, 
but EMIs pile up quickly. Borrowers 
can regularise installments by paying a 


lump-sum and reducing the 
outstanding balance. If the EMI is still 
a burden, borrowers can generate 
additional income through rent, etc. 


What happens if one's 
house is notified? 
If the borrower is not willing to or is not 
able to regularise the account even af- 
ter six months, the bank will 
allow him to find a buyer for his prop- 
erty at the price he wishes to quote 
and close the account by directly 
releasing the documents to the buyer 
on his authorisation and presence. 
Banks can also take action under 
Securitisation & Reconstruction of 
Financial Assets and Enforcement of 
Security Interest (SRFAESI) Act 2002 
to recall your loan, issue demand 


"One should not borrow just because a 
loan is available 
Prakash Mallya/ CMD/ Vijaya Bank 


How You Pay It Off 
Your interest cost is high in the initial years 
es 





6,000 
4,000 c 
e 1 to 20 years — — — > 
Rs 1,032 EMI per lakh for 20 years; Total installment F 
per year; Interest rate 1 1 per cent floating 
M interest Bil Principal Figures are in R: 


notices of 60 days, issue and publish a 
notice, repossess the house and 
auction it for sale or lease or 

assign the rights, which will enable 
banks to settle their accounts and 
complete the process in about 

100 days. 


Will they repay any excess amount 
after liabilities are met? 

Like in all "Repossess Asset to 
Recover" cases, banks are bound to 
account for all principal, interest, pe- 
nal charges, legal charges of recovery, 
etc. After accounting for all the charg- 
ers, the excess, if any, will be re- 
funded to the borrower. In case there 
is a shortfall, banks can initiate action 
to recover the dues in terms of the 
loan agreement. 
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extra EMIs. Thus, they will reduce 
their liabilities with ease," he says. 


Prepayment Helps 

You can also prepay parts of the 
loan whenever you have excess cash. 
*Paying your loan even partly works 
well and the tenure drops dramati- 
cally," says D. Timmana Gouda, 
Head (Retail Assets), South Zone 
of Axis Bank, Chennai. 


Scale Down Plans 


If you are a new borrower, your 
borrowing capacity will come down 
as interest rates increase the cost of 
borrowing. At such times, scale down 
your budget and go for a smaller 





"In the first few years a bulk of a 
borrower's EMIs goes towards interest" 
B. Raghavendra/ Director/ PV Money India 


house. On the other hand, special of- 
fers and deals have completely van- 
ished from the market. But keep an 
eye out for loans cheaper than your 
existing one, suggests Srikala 
Bhashyam, Managing Partner of 
Bangalore-based rs Consultants, who 
advises clients on home loans, among 
other things. Banks come up with 
promotional offers at regular inter- 
vals, she says. Home owners should 
look for a lender who will offer you 
at least 1 to 1.5 per cent cheaper, and 
swap the old loan for a new one 
and thus save on interest. If the ex- 
isting bank alone has any such 
scheme, it is better to clear the old 
loan and borrow afresh. 
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Assess Your Situation 


You may not want to pay off your 
home loan too soon. Srikala ad- 
vises people to check their tax de- 
ductions. “Don’t close your home 
loan as long as the annual interest 
component is Rs 1.5 lakh. A home 
loan is the only product that gives 
such high tax benefits.” At the same 
time, Srikala warns: “Don’t invest in 
property for the sake of tax benefits 
alone. Yields from property has 
come down and will remain that 
way for at least next one year. 
Property prices are now ruling sta- 
ble in some markets and falling in 
many others. If you don’t have the 
ability to service the EMIs, don’t go 
for it.” Adds Prakash Mallya: “One 
should not borrow just because a 
loan is available; one should assess 
one’s ability to service it.” 


Avoid Defaults 


As far as possible, avoid defaulting 
on your home loan. If borrowers 
default regularly, then, Timmana 
Gouda says, bank officials set up a 
meeting and try to understand the 
difficulties and work out another 
payment schedule. It may, how- 
ever, invite a penalty. EMIs can 
pile up really fast and before you 
know it, you will be behind by a 
mile. You will have to make a bulk 
payment to catch up. Try and in- 
crease your additional income or 
rent a part of your house to ease 
the burden. 

[n a worst case scenario, banks 
will tell you to find a buyer for 
the property if you default regu- 
larly over a long period. Another 
option for the bank is to attach 
the property and auction it off. If 
the bank gets a price higher than 
the loan amount, the excess is re- 
funded to the borrower. If the 
price is lower, the bank initiates 
legal proceedings to recover the 
balance from borrowers. It's go- 
ing to be a squeeze now, but if 
you follow these simple strategies, 
you will not wreck your finances. 





HOW YOU CAN 
BEAT THE HEAT 


10 ways in which you can 
weather the storm. 


FOR EXISTING BORROWERS 


When interest rates rule high, repay 
principal before tenure — — 


Divert other funds and clear your - a 
home from debts first 


Pay extra .EMIs whenever you ca can. h 
This will save you trouble later 


If you find your EMI steep, ask for 
extension of tenure from your lender - 


Don't close home loan as long as 
interest component is Rs 1.5 lakh. 
This will save taxes 


Always look for a new lender making 
a promotional offer. Retire old loan if 
new loan is cheaper by at least 

1-1.5 per cent. If your present lender 
has any such offer, swap your 
existing loan for a fresh one 


FOR NEW BUYERS 

Be prepared to pay a higher EMI later 
as interest rates may go up further 
during the loan | period 


Don't invest in property only to avail | 
of tax breaks. The amount needed for 
property investment has gone up 
substantially due to higher interest 
rates and high property prices 





Go for a house that suits your budget 


even if it means buying a smaller one 


Always go for a life insurance cover 
equivalent to your loan amount. This 
will ensure that your dependents are 
not burdened in the event of death 
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LUN DING 
POWER PROJECTS | 
DAs bach BY BAA 


INCOME 
Rs. 1023 CRORE 


PBT 
Rs. 413 CRORE 


PAT 
Rs. 273 CRORE 












Rural Electrification Corporation Limited 
(A Government of India Enterprise) 


Core-4, SCOPE Complex, 7 Lodhi Road, New Delhi-110 003, 
Tel. : 24365161, Fax: 24360644, E-mail: reccorp@recl.nic.in. Website: www.recindia nic in 


— 











UNAUDITED FINANCIAL RESULTS FOR THE QUARTER ENDI 0.0€ 
(Rs. in Lakhs) 





Income 
a) Net Sales/Income from Operations 
b) Other Income 
Total Income 
Expenditure 
a) Staff Cost 
b) Other Expenditure 
C) Interest & Finance Expenses 
d) Provision for Bad and Doubtful Debts 
e) Depreciation 
Total Expenditure 
Profit (+)/Loss (-) before tax 
Tax Expense 
Net Profit (+)/Loss (-) ( 3-4) 
Paid up Equity Share Capital 
Reserves & Surplus( Excluding Revaluation) 
Eaming Per Share EPS (Rs. 10/-per share) 
Public shareholding 
-Number of shares 
-Percentage of shareholding 


Notes 


1. The above stand alone financial results for the quarter ended June 30, 2008 were 
reviewed by the Audit Committee at the meeting held on July 28, 2008, approved by 
the Board of Directors and taken on record at the meeting held on July 28, 2008 and 
have been subjected to Limited Review by the Auditors of the Company. 


, 2. The Corporation presently does not have more than one segment eligible for 


reporting in terms of Accounting Standard-17. 


| 3. Pursuant to Clause 41 of Listing Agreement, the details of investors complaints are 


given below:- 


Hn vm 01.04.2008 the 


"Sr 
btw | m | m | mw | 


For Rural Electrification Corporation Limited 









Sd/- 
Place: New Delhi (P.Uma Shankar) 
' Date: 28.07.2008 Chairman & Managing Director 
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Stocks 


In a wobbly stock market, 
look for companies that 
have delivered decent 
results this earnings 
Season. RISHI JOSHI 


VER THE PAST FEW MONTHS, 
Co has been grappling 

with high inflation, high in- 
terest rates and a global economic 
slowdown, all of which can scuttle 
demand and stifle profit growth 
rates. Investors are wondering: how 
will it all affect long-term prof- 
itability of companies? They can 
take a cue from the first quarter 
results of companies. Broadly, these 
have been in line with analysts' ex- 
pectations—a squeeze in operating 
margins due to rising input costs 
resulted in a net profit growth of 
around 17.2 per cent this first quar- 
ter, down from about 25.6 per cent 
in the corresponding quarter last 
year. Yet, several companies have 
not only posted impressive num- 
bers this earnings season but also 
given clear earnings guidance over 
the next few quarters. For investors, 
it's time to sift the grain from the 
chaff and scout for companies that 
can continue their good perform- 
ance. Here are a few stocks that 
have sprinted ahead of the market in 
the first quarter. 


Axis Bank 

This bank is poised to deliver strong 
growth going forward, given its im- 
pressive first quarter results in 2008- 
09. Its net interest income rose by 
80 per cent to Rs 810 crore year- 
on-year. Advances in the quarter 
under review grew a healthy 48 
per cent and low-cost CASA (cur- 
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AHEAD OF THE CROWD 





July 31, '07 


Here are eight companies that have delivered better-than-average profits. 








July 31, '07 


Figures in Rs crore unless otherwise mentioned; charts show stock movement (Rs) 


rent account and savings account) 
deposits grew 55 per cent over the 
corresponding quarter last year. 


The bank estimates that it will clock 


BHEL 


July 29, '08 
Source: Company data 


over 40 per cent growth in ad- 
vances in 2008-09, which is above 


average growth rates. Besides, the 
bank is also comfortably capitalised, 





P-E (RATIO) 
EPS (Rs) 





718.6 


July 31, '07 


July 29, '08 


Figures in Rs crore unless otherwise mentioned; charts show stock movement (Rs) 


with a capital adequacy ratio (CAR) 
of 13.3 per cent, which should sus- 
tain its growth rates over the next 
two years. Says Hitesh Agrawal, 
Head-Research, Angel Broking: 
“We believe Axis Bank is a good in- 


clusion in one's portfolio consid- 





July 31, '07 July 29, '08 
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P-E (RATIO) 6.90 
EPS (Rs) 18.98 
150.05 3135 
July 31, '07 July 29, '08 


Source: Company data 


ering its fundamentals and its valu- 
ations. Its pluses are an attractive 
CASA deposit franchise, relatively 
low-risk lending franchise, multi- 
ple sources of sustainable fee in- 
come, strong growth outlook and A- 
list management”. 


Satyam Computer 

Satyam Computer has outshone its 
competitors in the first quarter as its 
consolidated revenues (Rs 2.621 
crore) grew an impressive 8.5 per 
cent over the preceding quarter. lt 
also posted a decent volume growth 
of 3 per cent in a challenging envi- 
ronment. Says Agrawal: "Satyam 
has consistently recorded industry- 
leading volume growth rates over 
the past two years, reflecting the 
impressive success of its client min- 
ing efforts and its leadership in en- 
terprise solutions. We continue to 
rate the stock as our top pick in 
the sector." 


Bartronics India 

The rapid growth in retail has 
spawned the need for automatic iden- 
tification and data capture solutions 
(AIDC), popularly known as bar codes. 
Bartronics India enjoys a pre-emi- 
nent position in the Indian AIDC seg- 
ment. And reflecting the strong 
growth in its core business, in the 
first quarter of 2008-09, the compam 
clocked an outstanding 370 per cent 
growth in revenues to Rs 120 crore 
over the corresponding quarter last 
year. Bartronics has also been ex- 
panding globally and, in particular, is 
scaling up operations in its smart 
cards business. The company is start 
ing its own manufacturing facility. 
Smart cards contributed Rs 40 crore 
to its revenues in the first quarter 
and is growing at an average rate 
over 40 per cent annually. Says 
Agrawal: “Bartronics is set to ride 
the strong growth expected in retail 
to its advantage. The company is 
also the only smart card manufac- 
turer in India and this segment is ex- 
pected to grow on strong demand 
from the telecom, banking and gov- 
ernment sectors.” 


BHEL 


One of the country’s premier engi- 
neering companies, BHEL caters to 
core sectors of Indian economy like 
power generation and transmission, 
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industry, transportation and oil & 
gas. Its first quarter results have 
beaten the Street’s expectations. Net 
sales grew 33.9 per cent y-o-y to 
Rs 4,330 crore and dispelled fears of 
a slowdown in order execution. 
BHEL's power equipment business 
grew 28 per cent over last year's 
corresponding quarter while its en- 
gineering segment grew 40 per cent 
over the same period. Besides, its or- 
der intake in the last quarter grew 29 
per cent, taking its total outstanding 
orders to a Rs 95,000 crore. Says 
Ajay Parmar, Head, Institutional 
Research, Emkay Global Financial 
Services: "BHEL is taking steps in 
the right direction to address issues 
of supercritical order, are increasing 
pace of execution and expanding 
capacity. Faster execution of de- 
layed orders shall also improve near- 
term earnings growth." 


Cummins India 

The premier manufacturer of diesel 
engines has impressed with its first 
quarter results. Revenues rose 30.4 
per cent to Rs 700 crore over the 
same period last year. Its engines 
segment notched up revenues of 
Rs 610 crore, an increase of 25.4 
per cent over last year. But what has 
wowed analysts is its generator 
rental business and its captive power 
plant manufacturing division: these 
grew a solid 78 per cent to Rs 99.2 
crore over the same quarter last 
year. Despite high raw material 
prices, margins were stable as a de- 
preciating rupee and a higher rental 
income contributed to its operating 
profits. Around 30 per cent of the 
company's revenue comes from the 
export of engines. Says Parmar: 
“The company should sustain its 
earnings momentum and the stock 
is a good pick for retail investors." 


Sesa Goa 

Sesa Goa is India's largest exporter of 
iron ore in the private sector. For the 
past five decades, the group has been 
involved in iron ore mining, benefi- 
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It’s Pinching Now 
A higher base and tapering demand are 
nipping the profits of over 200 companies. 


Q1 2007-08 








Q3 2007-08 
ร ส หะ ห ร: 24 
CRE GR ES 
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W Sales Growth IM EBIDTA Margin Bl Net Profit Growth 
E Net Profit Margin; Figures are in per cent; Source: Religare 


ciation and exports. But the soar- 
ing demand for steel and construc- 
tion has led to a higher demand for 
iron ore across the globe. Iron ore 
prices too have held up firmly at 
over Rs 3,400 per tonne. The com- 
pany's first quarter numbers beat 
expectations by a huge margin. Net 
sales jumped 151.4 per cent to Rs 
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1,300 crore over the same quarter 
last year, and net profit soared to Rs 
630 crore, up a whopping 382 per 
cent over last year. It has shown a 
significant iron ore volume growth of 
47 per cent over the same quarter 
last year. Says Parmar: “Given the 
strength in iron ore prices, coupled 
with strong volume growth, we are 
positive on the stock." 


Tech Mahindra 


It’s a company that specialises in 
all kinds of telecom software and it 
has been growing at a decent pace in 
recent quarters. In the first quar- 
ter of the current year, the com- 
pany surpassed market expectations 
as it notched higher export rev- 
enues. The company added 1,485 
net employees in the first quarter as 
it geared up for future growth. 
Significantly, the company an- 
nounced that it has closed a $700- 
million (Rs 3,010-crore), five year 
deal with BT Group. The company 
has also been expanding its busi- 
ness in North America. Says Parmar: 
“We find valuations for the stock 
extremely compelling right now.” 


SAIL 

Steel giant SAIL added another feather 
to its achievements in the first quar- 
ter of 2008-09. It notched up its 
best-ever first quarter 2008-09 ton- 
nage sales at 2.7 MT of steel during 
this quarter and also recorded a 
substantial growth in the sales of 
value-added products and special 
steel. That has taken its first quarter 
net sales to Rs 11,029.4 crore, up 
37.2 per cent over the same quarter 
last year. Despite higher input costs, 
particularly coal and coking coal, 
net profits increased to Rs 1,835.2 
crore, up 20.2 per cent over the 
same period last year. SAIL has 
chalked out ambitious growth plans. 
Says Ashok Jainani, Head, Research, 
Khandwala Securities: “The com- 
pany plans to substantially increase 
its crude steel capacity. The stock of- 
fers a good bargain to investors.” 
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The Flexible Fund Manager 





Dynamic fund of funds switch between asset classes depending on market 
conditions. But are they good investments? NITYA VARADARAJAN 


5 THE UNIVERSE OF MUTUAL 
Ass expands and as fund 
ouses introduce more new 
funds, investors are swamped with 
hundreds of fund products. This 
poses the classic dilemma: which 
funds should he choose? The types 
of funds are also getting more di- 
verse. Funds like single-commodity 
and multi-commodity funds, over- 
seas and regional funds, broad sec- 
tor and thematic funds make the 
task of narrowing down to the fund 
of your choice all the more difficult. 
For the average fund investor, these 
are complicated times. 

And it gets further complicated 
if you want to allocate wisely to all 
the different asset classes. How 
much and when should you invest 
in debt funds? Or how much and 
when should you invest in equity 
funds? Or when should you sell 
out of equity and move into debt? 
There's one category of funds that 
perhaps answers many of these 
questions and also helps optimise as- 
set allocation: fund of funds. 


Well Mixed 

Fund of funds (FoF) invest in other 
mutual funds that hold promise 
and regularly rebalance their port- 
folios if the performance of one or 
more funds they have invested in is 
lacklustre. For investors, it allows an 
entry into many different funds 
with a small investment. And it also 
does away with the need to keep 
tabs on your asset allocation. For 
FoF investors, they offer off-the- 
shelf asset allocation. “A ready- 
made asset allocation solution, com- 
pared to investing directly in a vary- 
ing portfolio of shares, bonds and 
mutual funds saves time,” points 
out K.N, Sivasubramanian, Senior 
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RAMEN SARKAR 





a Enter when the markets are 
down. It gives an opportunity to 
accumulate units at a lower cost 


m A flexible fund of funds will invest 
in debt and equity with an open 
mandate to switch between 
the two 


m They may react slowly to market 
conditions; hence, look for funds 
with dynamic asset allocation 


w Some funds have an in-built 
trigger mechanism based on 
pre-designated parameters such 
as PEs, asset allocation, or 
momentum. It helps 
discipline asset allocation 


m Fund of funds have not been 
around too long; so they don't 
have a track record 


Portfolio Manager (Equity), 
Franklin Templeton Mutual Fund. 

Despite the advantages they of- 
fer in asset allocation, this category 
has not yet caught on with the av- 
erage investor. All Fors combined 
have a total corpus of about Rs 896 
crore. This is minuscule compared 


to the close to Rs 2 lakh crore of as- 
sets under management in the entire - 
mutual fund universe. Says Arvind 
Bansal, cio (Multi Manager 
Investments), ING Investment 
Management: "There's hardly any 
awareness about fund of funds and 
their advantages. This is like a fill-it- 
shut-it-forget-it investment vehicle, 
as the asset allocation is done by FoF 
service provider at no 'extra' tax 
impact or load on investors." 


Beat the Downside 

On the performance front, these 
funds lag in a broad-based bull mar- 
ket. But since January this year, 
these funds have turned in a better 
performance (see All in One Funds). 
A bull market last year made it dif- 
ficult for these funds to outper- 
form the index. But in a down mar- 
ket, these funds have invested in 
liquid portfolios, thereby preserving 
their capital. Says Karan Chimandas, 
Assistant Vice President (Wealth 
Management and Research), PINC 
Wealth Management: "In a bull 
market, these funds were down at 
the bottom of the list." However, 
over the last 4-5 months, this cate- 
gory has come good as they in- 
vested in liquid funds and debt 
funds. *Close to 75 per cent of FoFs 
out-performed the BSE Sensex over 
the last six months," says 
Chimandas. “Their portfolios con- 
sist of larger holdings in debt-ori- 
ented funds now," he adds. 

As these funds can take the asset 
allocation calls, their investors need 
not worry. If the equity markets 
are doing badly, this category can 
increase its allocation to debt. 
Normal equity funds, at best, can in- 
crease their cash holdings, which 
does little to avoid a dip in net asset 


values. Look for funds that have 
an in-built asset allocation model, 
which performs better in a down 
market than an For that only in- 
vests in other equity funds. Investors 
must also keep an eye out for the 
type of assets an FoF invests in. As of 
now, there are no FoFs that invest in 
mixed assets, commodities or ETFs. 
But FoF that invest only in equity 
can invest in specialised thematic 
funds, real estate funds, or diversi- 
fied funds, among others. 


But Not the Costs 


Fund of funds provide investors a 
single-window entry into mutual 
funds, but their tax structure is not 
friendly for investors. Even a pure- 
play equity FoF is treated as a debt 
fund for tax purposes, despite the 
fund's investments in equities. The 
tax laws classify FoFs as debt funds, 
which means an investor has to pay 
a dividend distribution tax on the 
dividends they receive. Besides, the 
cost structure of an FoF is more than 
a normal fund. Fors are subjected 
to operational expenses of the funds 
in which they have invested in rang- 
ing from anywhere between 2. per 
cent and 2.5 per cent. On the other 
hand, Fors charge an additional 0.75 
per cent as a recurring expenditure 
as fee for itself. For an investor, this 
means a double fund management 
and expenses charge. 


Some More Filters 


Before you embark on an FoF in- 
vestment strategy, there are a few 
factors that you must consider. You 
may want a dynamic fund of fund 
that can take advantage of all types 
of market conditions. Funds with a 
flexible equity and debt mix may be 
your answer as the asset allocation 
in these times must reflect the reg- 
ularly changing market conditions. 

Assess the past performance, and 
whether the fund has kept up with its 
benchmarks. Also, check whether 
the FoF invests in funds across the in- 
dustry or only in funds from its own 
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"Close to 75 per cent of the FoFs 
outperformed the BSE Sensex over 
the last six months.” 

Karan Chimandas/ PINC Wealth Management 


ALL IN ONE FUNDS 









“A readymade asset allocation solution 
compared to investing in a portfolio of 
shares and bonds saves time.” 
Sivasubramanian/ Franklin Templeton 


Returns show that flexbile FoFs have managed to pull through last year. 


dis: of Fund 
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Returns in per cent 


As on July 31, 2008 6*As อ ท June 30, 2008 


fund house. The corpus size is a 
good indicator of its popularity. Also, 
watch for asset allocation models. 
For instance, Franklin Templeton’s 
P-E ratio FoFs essentially invest only in 
two of its own funds—the Blue Chip 
and the Templeton India Income 
Fund. But the asset allocation be- 
tween the two depends on the Nifty’s 





Source: valueresearchonline.com 


index valuation. As the index valua- 
tion goes up, more funds are allo- 
cated to its income fund. ING 
Optimix's Asset Allocator Multi 
Manager FoF scheme can move from 
100 per cent equity to 100 per cent 
debt and vice versa. After all, in to- 
day's topsy-turvy market, an investor 
needs all the flexibility he can get. 
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bt money 


"Follow an Asset Allocation Strategy" 


OR ICICI PRUDENTIAL LIFE 

Insurance, innovation in prod- 
ucts is the only way forward. 
A year ago, the company intro- 
duced healthcare insurance prod- 
ucts for retail consumers. Today, 
the company bas nine specialised 
healthcare products from standard 
vanilla to disease-specific plans. 
Apart from tbat, the company 
has been among the pioneers of 
pension savings and long-term sav- 
ings plans. Recently, it bas added 
an asset allocation product called 
the Life Stage plan that automati- 
cally allocates between equity and 
debt according to your age, and 
risk profile. Clifford Alvares spoke 
to Shikha Sharma, Managing 
Director and CEO, on new prod- 
ucts and the need for asset allo- 
cation. Excerpts. 


On distribution network. 

In the first few years of the busi- 
ness, we focussed on making 
sure that we had the right 
products for retail consumers, the 
right technology, getting our 
branding right, and managing 
the challenges of distribution. In 
the last two years, we have in- 
creased our focus on distribution 
and increased our presence in close 
to 1,500 different locations. We 
have also increased our rural focus 
where the challenges are differ- 
ent and the needs smaller. 


On market-linked products. 

We have got most of the portfolio 
products right. We recently intro- 
duced a Life Stage product, which 
has done well. Typically, retail 
consumers buy when the markets 
are high and sell when the markets 
are low. Since life insurance is a 
long-term product and, therefore, 
the investment follows a long-term 
approach, it makes sense for the 
investors to follow an asset allo- 
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“In the pre-liberalisation era, 
only 1 per cent of the (life 
insurance) business 

came from term insurance, 
and even now there’s 

no change in that number” 





cation strategy, and not try and 
time the market. It provides an 
optimal asset allocation strategy 
for the consumer. 


On healthcare plans. 

A lot of product innovation in the 
last two years has been in our 
health portfolio. We focussed on 
this segment after detariffing took 
place in January 2007. Now, we 
have nine different standalone 
healthcare plans for the consumer. 
Our products are centred around 
three key areas: a reimbursement 
plan, a benefits plan that supports 
hospitalisation and other costs, 
and a diseases-specific plan that 
targets various diseases. Since we 
went into health as a big new ini- 
tiative, we invested in right sys- 
tems and technologies to support a 
smooth rollout. 


On the growth in different products. 
Pensions as a category is growing 


faster than life, our other segment, 
and it will continue to grow at a 
marginally faster pace. The health 
category is obviously growing the 
fastest because of the smaller base. 


On tax benefits for long-term savings. 
Most countries provide a tax- 
advantage to long-term investment 
products. All the tax-advantage 
in India is bundled under one 
section of the IT Act, Section 
80C. There is no specific advan- 
tage for long-term savings. We be- 
lieve that if you really want to 
promote long-term investments in 
infrastructure, then it’s important 
to distinguish between long-term 
and short-term savings. 


On the need for savings plans. 
Insurance worldwide has both 
long-term savings and insurance, 
and to say that life insurance com- 
panies provide only protection 
is not correct. In the UK, 99 per 
cent of life insurance premiums 
are savings products, while less 
than 1 per cent is protection. 
Another fallacy that people talk 
about is that life insurance in India 
was focussed on protection ear- 
lier but now, has turned to savings 
products. But in the pre- 
liberalisation era, only 1 per cent 
of the business came from term 
insurance, and even now there’s no 
change in that number. 


On the efficiency of ULIPs. 

When the markets were delivering 
25-30 per cent returns, we found 
that investors break even on their 
ULIP cost in three years compared 
to a mutual fund investment. This 
is because, while the upfront load 
is higher, the asset management 
charge is lower. Even if you proj- 
ect a 10 per cent return, an in- 
vestor breaks even in about seven 
vears for most of our products. 


bt money 


Seniors First 


A flexible new healthcare plan offers the 
advantage of adding more family members later. 


NOW, YOU COULDN'T COVER YOUR AGEING 
U parents in family health plans. But a new healthcare 
plan—Bajaj Allianz's Family CareFirst—covers dep- 
endent parents of both husband and wife, and also 
more than two children. 

Family CareFirst does have has some firsts to its 
credit. Senior citizens can be included at the age of 56 in 
a new policy and 71 in an existing policy. However, the 
risk cover expires at the age of 74. If you opt for a critical 
illness rider, however, then the cover lapses at 65. 
Individuals cannot enter the scheme after they cross 50. 

One can also increase the sum assured at a later date 
and the insurer assures of smooth claims renewal. 
"We ensure renewals for everyone despite an adverse 
claims experience," says Ujjaini Dasgupta, Head (Health 
Insurance) at Bajaj Allianz Life. The maximum sum 
assured is Rs 10 lakh. 

The premiums are calculated depending on the num- 
ber of enrollments from a family. For a family that 
comprises husband, wife (less than 35 years of age), 
two children (less than 18) and two senior dependents 
(less than 60), the premium is Rs 28,878 for a sum as- 
sured of Rs 2 lakh. But if you include in-laws, the pre- 
mium payment zooms by Rs 23,485 to Rs 52,363. 

But the premiums are a little to steep. Says Ramesh 
Chordia, a certified financial planner and insurance an- 
alyst: *The premium is steep even after factoring the loy- 
alty discount of 15 per cent after three years." Further, 
he advises senior citizens to take a separate cover. Il 

NITYA VARADARAJAN 


INSIDE THE PLAN 


A closer look at the plan reveals the fine print. 













in Complex limits o on payouts. Too many 
options given, with the company reserving 





๑ $ lo ich increase i in 
premium and addition of 


e Rates not revised for three-year durations, 
others have 10-year slabs for rate 
revision, if claims are not unduly adverse 


e Pre-and post-hospitalisation cash 
payout abysmal. General insurers are 
more MIN 


e Offers a no-claim bonus of 
5 per cent subject to a 
maximum of 2: no 25 per cent = 








MF SCOREBOARD 


The top performers category-wise. 





DIVERSIFIED EQUITY 

1 LICMF Growth 

2 LICMF Equity 

3 LICMF Opportunities 

4 ING Dividend Yield 

5 ICICI Prudential Infrastructure 


ELSS 
1 Sahara Tax Gain 
2. Taurus Libra Taxshield 
3 LICMF Tax Plan 
4 HOFC Taxsaver 
5 Franklin India Index Tax 


SECTOR FUNDS 

1 Reliance Banking 

2 UTI Banking Sector Reg. 

3 JM Financial Services Sector 
4 UTI Energy 

5 Reliance Diversified Power Sector Retail 
BALANCED FUNDS 

1 Baroda Pioneer Balance 
2 LICMF ULIS 

3 LICMF Balanced 
4 Canara Robeco Balance - 
5 HDFC Balanced 


MIP 
1 Reliance MIP 
2 LICMF Floater MIP Plan A 
3 LICMF MIP 
4 Tata MIP Plus 
5 Principal MIP Plus 


INCOME FUNDS 
1 Canara Robeco Income —— 
2 Tata Income Plus 
3 Tata Income Plus HI 
4 Birla Sun Life Dynamic Bond Retail 
5 Tata Dynamic Bond A 
LIQUID FUNDS 
1 LICMF Liquid 
2 ING Treasury Management 
3 JP Morgan India Liquid 
4 DSPML Cash Plus Regular 
5 HDFC Liquid 


*Absolute returns percentage as of June 31, '08 





0.75 


Source: Valueresearchoniine.com 
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GF... Pradesh has achieved an 


economic growth rate on par with some of 
the world's fastest growing markets. An 
overall economic growth rate well above 
10 percent is indeed an achievement that 
will make the whole world sit up and take 
notice. With a growth rate of 11.57 
percent in service sector, Andhra Pradesh 
has cemented its position as a top spot » 





Contributes 15% of national export in 
investment destination in the world for IT IT/ITES 


& ITES sectors. Factors such as easy 
availability of educated manpower, state- 


> AP achieved a growth rate of 41% in IT 


of-the-art infrastructure and attractive 
incentives have made it the most sought 
after investment destination in areas that 


include IT/ITES, Biotech, Hardware, 
Apparel & Textiles, Pharma & 
Petrochemicals. Andhra Pradesh has 
emerged as the most preferred destination 
for knowledge-driven, skills-based and 
high-value investments. 


exports as against the national average of 3296 


53 IT/ITES SEZs, spread over 3,618 acres in 
Hyderabad and tier-II locations, in the offing. 


Dozens of world-class townships and IT SEZ 
Parks spread over hundreds of acres are 
planned along the Outer Ring Road, 
Hyderabad. 


Visakhapatnam is developed as the 
next IT hub. 


sal TPAC Tian: 





AP achieved an annual economic growth rate 
of 10.37 percent during 2007-08 as against 
the national growth rate of 8.73 percent. 


Industrial investments rose to Rs.167 billion 
during the last 4 years. 


Additional employment for 2,13,915 persons 
generated during the period. 


210 projects worth Rs.386.71 billion are 
under implementation, creating an 
employment potential for 130,458 people. 


91 Special Economic Zones (SEZs) are coming 
up; 54 SEZs already notified - highest in any 
state in India. 


FAB City - the first semiconductor chip 
making facility in the country, is being setup 
on 1,200 acres near the new airport by the Fab 
City SPV (Pvt.) Ltd. 


Leading State in setting up of Petroleum, 
Chemical and Petrochemical Investment 
Region (PCPIR) in an area of 603.58 Sq.Kms. 
to Promote Petroleum, Chemical and 
Refinery Project. 


Large natural gas finding in KG Basin 


Special policy for promotion SC/ST 
entrepreneurs in the State. 


Opportunities for investment - Cement, 
Paper, Steel, Granite, Automobile, Textile, 
Pharmaceuticals, Electronic Hardware, Food 
Processing, Defense and Aerospace 
equipment. 





India's largest private sector port 
Krishnapatnam Port, commissioned. 


World Class Airport - Rajiv Gandhi 
International Airport in Shamshabad, 
Hyderabad. 


An 11.5-km long elevated PVNR 
expressway, the country's longest elevated 
flyover, is under construction to provide 
better connectivity to the airport. 


Construction of Rs.40-billion ($1 billion), 
160-km long, eight-lane Outer Ring Road 
(ORR), in Hyderabad, is being expedited and 
will decongest the city traffic. 


Mega projects include 400-acre Township by 
US realtor Tishman Speyer and an integrated 
township by Unitech on 165 acres in 
Hyderabad. 


Work will soon commence on the Rs.84.82- 
billion ($2.13 billion) Hyderabad Metro rail 
project, spanning over 66 km on three high- 
density traffic corridors. 


A total of Rs 125.25 crore has been sanctioned 
by NABARD for 116 road projects to be 
developed in remote and interior areas of AP. 


Eight minor airports to come up in 
hinterlands under a public-private sector 
initiative. 


Georgia Institute of Technology of the USA is 
being set up its full-fledged international 
campus in Hyderabad - the first foreign 
university to offer foreign degrees in India. 
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CHANGING TIMES 








Goodbye, Appeasement 


As the reality of a slowdown bites the hitherto fast-growing IT industry, employees 


> 
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HE LAST FEW MONTHS 
have been busy for 
Venkat Sastry, Partner 
and IT Practice Head for 
Bangalore-based execu- 
tive search firm Stanton Chase, for 
two diametrically opposite reasons. 
In the midst of a war for talent, 
Sastry’s clients kept him busy with 
near non-stop demand for people 
8-12 months ago. The same clients 
have now changed tack and are, 
instead, asking him to spend more 
time per candidate, verifying em- 
ployment antecedents and weed- 
ing out unsuitable candidates from 
the search process. What used to be 
a one- or two-month search has 


and employers need to realign their goals. RAHUL SACHITANAND 


now become an intensive six-month 
process. That’s not all. His clients 
aren’t as generous with their offers 
as earlier—recruiters are offering 
a maximum 40 per cent hike to 
prospects, a far cry from the heady 
50 per cent or more offered barely 
12 months ago. For their part, em- 
ployees, too, are taking their time 
deciding, hunting for the best deal 
before signing on the dotted lines. 





IT's Slowdown 

The reduction in growth, from a 
breathless 40 per cent annually to a 
relatively sedate 25 per cent across 
the rr industry, has had its ripple eff- 
ect on people working in it. As ext- 


ernal factors such as a sharp rupee 
appreciation (which has reversed 
somewhat in recent months), a 
slowdown in the us (and other key 
markets) and inflation at home be- 
gin to take effect, companies across 
the spectrum are beginning to tweak 
their people policies to adapt to 
leaner times. 

For starters, companies are be- 
ginning to hire smaller numbers 
(Wipro, for example, reported a 
net negative headcount addition 
over the last quarter) and are also 
reducing bench strength and in- 
creasing utilisation to work around 
current economic uncertainty. “In 
a challenging macro environment, 


Companies across the spectrum are tweaking their 
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THE DOS AND DON TS OF 


STAYING AFLOAT 


e Companies are no longer offering 
massive hikes and perks. Be 
prepared for a maximum of 
15 per cent hike going forward 





@ Your variable pay component is 
likely to be significantly higher as 
companies look to cut costs 


e Carefully verify the standing of 
companies you've applied to. If 
it’s a captive unit, find out how 
important the centre is in the 
global set-up 


e Don't hop jobs too often; it is 
increasingly a black mark in your CV 


e Enhance your skills; it will help 
once the market improves 


it is crucial for any IT organisation 
to retain high performers. We have 
embarked on a strategic pro- 
gramme to retain high performers 
in TCS. This will ensure retention of 
top talent in the organisation, and 
also reduce the cost of re- 
placement and cost of sourc- 
ing," says Ajoy Mukherjee, vp 
and Head (Global HR), Tata 
Consultancy Services. 

TCS is, in fact, looking to 
expand its employee pyramid to 
optimally manage its cost per 
person. "At least 60 per cent 
of our new hires will be freshers 
from campuses in 2008-09," 
says Mukherjee. The firm is 
also focussing on its employee 
referral programme to attract 
and retain high quality talent. 
“People join TCS for a global 
career and for the training that 
we offer for future growth and 
development," he says. This 
has helped TCS remain an em- 
plover of choice; it has the low- 
est attrition rate in the industry 
of only 12.8 per cent, he claims. 
While TCS hasn't reduced 
salaries yet, it has reduced its 
non-salary expenditure on 


SUVASHIS MULLICK 
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T.V. Mohandas Pai, Director (Human scd, Infosys Technologies 





"Companies are unable to match the high aspirations of 
employees and have resorted to lower salary hikes this year” 


heads such as travel, power, rr and 
communications. 

On the ground, companies (and 
their employees) have slowly be- 
gun to get used to this new reality. 
“The days of 50 per cent and 





Bhaskar Das, VP (HR), Cognizant Technologies 


“Employees and potential recruits 
must address the question of ‘how 
can | become employable?” 


higher pay hikes and seemingly 
limitless bonuses are now o 
Companies have realised the cha 
lenges in the market and only want 
to retain the best talent. We hav 
heard of delayed increment cyc! 
and single-digit hike 
Stanton Chase’s Sastry 
ding to industry estimates, large 
IT companies are beginning to 
weed out the bottom | 
cent of their staff, condu 
more frequent employ: 
sessments and restricting pay 
hikes in the range of 5-1 
cent. At the same time, the pet 
centage of variable pay has 
gone up from around 10-15 
per cent 6-12 months ago t: 


30-40 per cent todav. 


Change Is in 

Says T.V. Mohandas Pai, 
Director (HR), Intosys Tech 
nologies: “Yes, this transfor 
mation is happening right now 
Most companies are unable to 
match the high aspirations of 
employees and some compa 
nies have resorted to lower 
salary hikes this year and 
prepared to manag 


people policies to keep pace with leaner times 





oday| 


increase in attrition that may result 
from this move. I expect this to 
last this year and a part of the next 
year.” 

Companies are taking longer to 
finalise each hire and are spending 
this time closely examining the em- 
ployment background of each 
prospect. According to HR consult- 
ants, firms could take as long as six 
months (and six interviews or more) 
to finally recruit some people. Even 
when a switch happens, the candi- 
date, on average, is offered no more 
than a 20 per cent salary hike. “This 
is because there are lots of people in 
the market who have been laid off 
by their previous employers for 
poor performance. Companies and 
recruiters need to be wary about 
them,” says Sastry. 


Beyond Salaries 
While switching jobs, people will 
now closely examine the job de- 
scription (JD in industry-speak) to 
make sure they fit into the organi- 
sation. If you’re on the manage- 
ment side, you need to consider 
how much larger your role will be 
(is it really worth taking a 15 per 
cent salary hike to manage 250 peo- 
ple rather than the 100 you handle 
now?) and most importantly, if you 
can fit into the new work culture. 
Pratik Kumar, EVP (HR), Wipro, 
agrees that employees are looking 








Saga Y Lied onal, CS 
"People join TCS for the training 
that we offer for future growth" 
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Venkat Sastry, Partner and IT Practice Head, Stanton Chase 
“Companies need to look beyond stock options as an 
employee retention tool and adopt global HR practices” 


beyond their salaries, especially in 
these tough times. “Employees view 
their engagement with the organi- 
sation more comprehensively. They 
consider the nature of work, and 
learning and growth opportunities. 
It’s not the salary and benefits alone 
that satisfy an employee today,” he 
says. Cognizant Technologies be- 
lieves that there isn’t one broad 
brush to cover all employee re- 
quirements. “At the junior level, 
the focus is on increasing the cash- 
in-hand component; at the middle 
level, the focus shifts towards asset 
creation; and finally, at the senior 
management levels, the priority is 
wealth creation, primarily through 
performance-linked EsOPs," says 
Bhaskar Das, VP (HR), Cognizant. 
However, following the stock 
market correction, the lure of stock 
options may be limited, other in- 








Pratik Kumar, EVP (HR), Wipro 


"It's not the salary and benefits 
that satisfy an employee" 


dustry executives argue. "Companies 
need to look beyond stock options 
as an employee retention tool and 
adopt global HR practices," says 
Stanton Chase's Sastry. 


Improving Employability 
As the market continues to be 
uncertain, companies believe that 
there must be regular training ses- 
sions and free exchange of ideas to 
keep people informed about the 
latest developments in the business 
environment. *We are all part of the 
same changing environment and a 
significant thrust of leadership train- 
ing and communication is on ex- 
periencing and managing change. 
To help employees manage it better, 
Wipro keeps up with regular up- 
dates and interactive forums where 
focus is on transparent and open 
dialogue," says Wipro's Kumar. 
On the other hand, Cognizant's 
Das argues that employees need 
to focus on the positives in a de- 
celerating market, rather than fret 
over smaller pay hikes and even 
(the possibility of) pink slips. 
“(Employees must) focus on learn- 
ing and competency building. 
Instead of asking a question like *is 
my job secure?', employees and po- 
tential recruits must use this time to 
address the more pertinent ques- 
tion of ‘how can I become em- 
ployable?'." When you are not rid- 
ing a wave, it is best to invest in 
yourself so that you are fully 
equipped to ride the next wave. 
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It Pays to Have a Career in Taxation 


Exposure to international taxation gives you a headstart. MANU KAUSHIK 


HERE IS A SURGE IN DEMAND FOR 
Lun professionals. As more 
and more Indian companies go 
global and a large number of multi- 
nationals set up shop here, the de- 
mand for tax professionals—espe- 
cially those with exposure to inter- 
national taxation—is soaring. 

Taxation professionals play a 
crucial role in the global tax com- 
pliance strategy of large corpora- 
tions, especially in managing their 
global tax risk, reporting and com- 
pliance obligations. Says Sudhir 
Kapadia, Head (Tax & Regulatory 
Services), KPMG India: “Companies 
in emerging markets such as India 
and China look for optimal tax so- 
lutions to deal with increasing tax 
complexities and rising tax com- 
petition among countries," 

The work areas for these pro- 
fessionals include: global direct/in- 
direct tax compliance issues, man- 
aging tax risks in mergers and acq- 
uisitions to ensure that cash flows 
are optimised, transfer pricing com- 
pliance in areas such as inter- 
company pricing arrangements bet- 
ween related business entities (in- 
cluding transfers of intellectual prop- 
erty), among others. 

Analysts believe that the de- 
mand for taxation professionals 
in the industry will grow at a 








Kapadia: Taxation professionals in demand 


moderate pace—one reason be- 
ing that the role of the tax de- 
partment in any company is lim- 
ited to a support function, i.e., 
it’s not revenue earner. However, 
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at the same time, the need foi 
such professionals will grow e» 
ponentially in tax 
firms. “It is critical to the succ 
any global tax compliance strate 
to have the right people, wit! 
right skills, focussed on thi 
issues at the global and local levels. 
Companies need quality ta» 
sources and for that thev outs 
their tax needs to global ta 
consultancies like the Big | 
Ernst & Young, Pricewaterhous: 
Coopers, KPMG and Deloitte,” says 
Saket Jain, Partner, Vito India 
firm that specialises in 1 เท ล ท อ า ล ส 
services recruitments. W 


consuitancy 


WHO'S HIRING: Deloitte Touche Tohmatsu, Emst & Young, KPMG 
PricewaterhouseCoopers, and BMR & Associates, among others 


WHO'RE THEY HIRING: Chartered Accountants, indirect tax lawyers, and, 
in some cases, people with certificate courses in international tax 


AT WHAT LEVELS: At all levels; most jobs are available at the middle level. | ท 
consultancies, professionals join at the level of Associate Managers and 
Assistant Managers (two years of work experience), Managers (four-to-five 
years of work experience), Senior Managers (six-to-seven years of work 
experience) and Partners (10 or more years of work experience) 


AT WHAT SALARIES: Associate Managers start at Rs 5-7 lakh per annum while 
Assistant Managers get around Rs 8-10 lakh p.a. Managers can eam between 
Rs 15 and Rs 25 lakh p.a. Senior Managers can get upwards of Rs 50 lakh 
p.a. Partners get to earn above Rs 1 crore p.a. plus perks and other benefits 


WHAT ARE THE NUMBERS LIKE: It is expected that the demand for taxation 
professionals will grow at 10 per cent annually. Incidentally, the Big Four 
currently employ around 3,000 tax professionals in India 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


ONI Enterprises, Chief Operating 
Officer (COO) or MD - SEZ, Delhi, 15 
-25 years, Job ID: 3590311 

Required COO or MD - SEZ, 
Hydrocarbon/Oil & Gas/ Alternative Energy. 
Ideally a man who has set up huge Engineering 
Projects such as Self Sufficient Mega Cities 
with all facilities within. Preferable from the 
OIL & Gas or Petrochemicals industry. 

Holy Mary Group, Head of the 
Department (HOD) - Thermal Power 
Plant, Hyderabad, 10 - 15 years, Job 
ID: 5730556 

Person with experience of 10-15 yrs 
exclusively in Power Industry with the 
following qualities. Function Head, Boiler 
Testing, Operation & Maintenance of TPP. 
Ariya Global Solutions Pvt Ltd., Vice 
President - Operations, Delhi, 15 - 22 
Years, Job ID: 5868353 

Candidate should have minimum 15 years of 
experience, at least 10 years in the telecom 
industry. Sound first-hand knowledge of 
setting up cellular networks. In-depth 
knowledge of setting up passive 
infrastructure. 

Mahagun India Pvt Ltd, General 
Manager/Vice President 
(Marketing), Hyderabad, 16 - 22 
Years, Job ID: 5864499 

A business Mgmt Post Graduate from a 
reputable institute with 15-20 years of exp in 
real estate. Strong capability to comprehend, 
develop and implement innovative business 
ideas to marketing strategy. 

T John Group of Institutions, 
Director of Management, Bangalore, 
10 - 15 Years, Job ID: 3019935 

Aspirant must be a Computer Savvy. Should 
have worked in a Management College. Good 
at inspiring students & placement of all 
Management students. Strong at taking 
individual decisions instantly. 

Safaltek Software Pvt Ltd, QA 
Manager, Chandigarh, 4 -8 Years, Job 
ID: 5855859 

Person should be conversant with SEPG and 
MRM functions.Conversant with internal 
audit, verification of NCs, Verification of 
corrective actions taken.Review software 
metrics for correctness & completeness. 
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TASC Business Solutions, VP India 
Operations, Bangalore, 7 - 15 Years, 
Job ID: 5855510 

Incumbent must be able to bring in local 
revenue across various verticals such as IT, 
BFSI, Infrastructure etc. Expectation — 2 
crore plus in first year only from domestic 
operations with a net profit target of at least 
20% plus after EBIT. 

Usoft Technologies (I) Pvt Ltd, 
Program Manager, Noida, 10 - 16 
Years, Job ID: 5850001 

Person with Enterprise level Project 
management exp (preferably PMP certified). 
Exp in Java, J2EE and .Net environment is a 
must. Proactive problem solver with capacity 
to think out of the box and take on challenges. 


ICD Ltd., General Mgr, Bangalore, 8 - 
12 Years, Job ID: 5840955 
Responsibilities include:Control and manage 
the business, organization and operations in 
India, Build-up the working team and 
infrastructure for the Indian entity, Achieve 
budget and operations targets for the Indian 
business, etc. 

Layam Inc, National Head (Business 
Development), Chennai, 10-12 Years, 
Job ID: 5838823 

Aspirant will be heading the strategic group of 
the corporate team driving results across 
verticals and across the globe. Reporting to 
CEO/Chairman, Developing business in all 
verticals through intensive corporate markets. 
Abbot Systems Pvt Ltd, Sr. Manager, 
Hyderabad, Kolkata, 10 - 20 Years, Job 
ID: 5838313 

Candidate with experience into Erection, 
Testing & Commissioning of Rural 
Electrification (APDRP / RGGVY / HVDS / 
and / or 33/11 kv sub-station & 
Transmission line projects.) 

Anil Chemicals & Industries Ltd, 
Assistant General Manager 
(Operations), Aurangabad, 10 - 15 
Years, Job ID: 5834097 

The incumbent will manage the production 
and will be responsible for achieving the 
targets, & for effecting continious 
improvements in efficiencies. He shall 
efficientally utilise the men, machine, material 
by following the method. 
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Nicco Internet Ventures Ltd, Design 
Manager, Noida, 18 - 28 Years, Job ID: 
5832991 

Will be responsible for review designs 
submitted by design consultants and finalize 
basic and detailed engineering designs. 
Responsible for handover of final designs to 


execution team. 


Total Solutions Group, Manager- HR, 
Kolkata, 5-9 Years, Job ID: 5830724 
The incumbent would be responsible for 
complete administration of HR services, 
allocation, screening, placement, etc i.e total 
HR function. wrt to IT and IT enabled 
services. 


Landmark Group, Head- Coffee 
Business, Bangalore, 12 - 15 Years, Job 
ID: 5820755 

Person should have experience in Coffee 
Retail and exposure with franchising. 
Establishing new business, setting up new 
long term goals/ strategies for business in line 
with organizational objectives. 


Aptech Ltd, Director, Mumbai, Pune 15 
- 25 Years, Job ID: 5817979 

Responsible for quality delivery of AICTE 
approved courses. Ensure availability of 
permanent teaching staff & guest faculties. 
Conducting exams & declaration of results as 
per given timcline. Managing & upgrading 
library and more. 


Depa India, Head - Commercial, 
Mumbai, 15 - 20 Years, Job ID: 5816932 
Essential functions will be:Review the 
Tenders & approve the technical and financial 
proposal which will be presented in the 
tenders, Discuss and review the bid summary 
sheet with top management including all risks 
assessment. 


Infotech Enterprises Limited, 
Practice Head - Aerospace, 
Hyderabad, 20 - 25 Years, Job ID: 
4416396 

Responsibilities:Industry specific go to 
market strategies and service offering for 
market, Resource planning in consultation 
with delivery, based on sales forecast and 
pipeline, Train and direct sales force, etc. 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


FCS Software Solutions Ltd. , Vignette 
Portal Consultant, Bangalore, 2 - 4 
Years, Job ID: 4611843 

FCS is looking for candidates who worked on 
Vignette Portal 7.3, VCM 7.3, and 
Collaboration 7.1. 


IPsoft India Pvt Ltd, Senior R&D 
Engineers, Bangalore, 4 - 14 Years, Job 
ID: 5499235 

IPsoft seeks a Sr. Engg. with the dedication 
and skils to help shape the future of 
infrastructure mgmt. The candidate must be a 
self-starter and have expertise in building 
highly scalable, fault tolerant, distributed 
systems, 

Ananth Technologies Ltd, SAP FICO / 
PS / PM / MM / PP, Hyderabad, 4 - 12 
Years, Job ID: 5864969 

Incumbent should have involved atleast two 
end to end life cycle implementation. Good 
client interaction skills, Effective Team 
Handling. Willing to travel to onsite. Should 
have minimum 4 years of relevant experience. 


Emptoris, Application Support 
Engineer- L1, Pune, 2 - 8 Years, Job ID: 
5877675 

The Tier 1 Technical Support Engineer (TSE) 
will work with Emptoris customers to manage 
and resolve incidents and issues for the 
Emptoris products. This individual will 
perform frontline support, and incident 
management, etc. 


Zenith Infotech Ltd, Software 
Engineer/ Programmer, Mumbai, 2 - 5 
Years, Job ID: 5877201 

Incumbent will develop the modules based on 
functional requirement specifications and 
reviewing and testing the modules. Designing, 
development & implementation responsible 
for Analysis of the specifications provided by 
the clients. 


Acculogix inc, lIech 
Architect/TL/AM, Chennai, 
Hyderabad, 6-9 Years, Job ID: 5877183 
People with breadth and depth of experience 
in Tech Architecture. Breadth-spread: 
JAVA/J2bEE/ .Net/ C/ C++/ Data 
Architecture/ SOA/ Web services/ EAI, 
Depth: Java/|2EE and associated frameworks 
& IBM WS or BEA Suite. 
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I-link software India Pvt Ltd, 
Sr.Software Engineer, Bangalore, 4 - 5 
Years, Job ID: 5835320 

Wil be responsible for Technical 
Documentation, Client Interaction, 
Requirement analysis Project Management, 
Team Building, Design and Architecting the 
project. 


Ananth Technologies Ltd, Oracle 
Financials System Consultants, 
Hyderabad, 3 - 10 Years, Job ID: 
5877664 

Candidates should have min 3 years of 
relevant exp in Oracle Financial Systems. 
(Finance Department). with minimum one 
end to end implementation experience. 


Robert Bosch India Ltd, Hardware 
Project Manager, Bangalore, 8 - 10 
Years, Job ID: 5877661 

Person with 8-10 years of which atleast 6 years 
in design and development of digital & analog 
hardware and at least 2 years in Project Mgmt 
of hardware projects, etc. Excellent 
communication skills, negotiation skills. 


Citec Engineering India Pvt Limited, 
Design Tool Specialist, Mumbai, 3 - 5 
Years, Job ID: 5751980 

Applicant must have worked on PDMS user 
level(Design, Draft, Isodraft) as well as 
Administrative level (Admin, Paragon, 
Specon, Lexicon, Propcon, PML2, PML). 


IPsoft India Pvt Ltd, IP Telephony 
(IPT) Experts (CCVP/ACS), 
Bangalore, 2 - 12 Years, Job ID: 
5725450 

IPSoft, the fastest growing MSP in the US is 
looking for experts in IP Telephony (IPT). 
CCVP/ACS is required. Exp in Cisco Call 
Manager, UCM, Unity, IPCC.Avaya Media 
Servers, Media Gateway, etc. 


Franchise India Holding Ltd, Sr. PHP 
Developer, Delhi, 2 - 4 Years, Job ID: 
5877598 

Duties & Responsibilities:Hands-on doing 
full life cycle development (including new 
development & design), Coding, testing, and 
deploying web-based applications. 
Experience with MySQL 5.x, MySQL 
replication, etc. 
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Info Services, Technical Specialist, 
Kolkata, 3-7 Years, Job ID: 5877588 
Responsible for installation maintenance & 
trouble shooting problems on TBM 3890/XP 
Document processor for cheque clearing at 
rescrve Bank of India. 3890/XP is 
speed, high paper 
processor. 


a hipi 
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KPIT Cummins Infosystems Ltd., 
Java J2EE Developer, Bangalore, 3 - 5 
Years, Job ID: 5877580 
Applicant with overall 3-5 year: 
in Design/Coding Jav: 
applications. Highly proficient in Core Java 
Servlets, JSP, Struts, XML, XSL, HTML, Jave 
Script, Web services usage 
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Millennium Soft, Design Engineer 
(Civil), Hyderabad, Pune, 1 - 3 Years, 
Job ID: 5877556 

Candidates should have work experience 
designing of RCC 
structures & load analysis of 
various construction projects and similar wit 
STAAD and any analysis sOftware 
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Differential Technologies Ltd, JDE 
WorldSoft Consultant, Delhi, Noida, 2 
-6 Years, Job ID: 5877490 

Incumbent should be able to develop, modif 
the World Soft objects. Should understand th: 
functionality of WorldSof: 
objects.Should be able to understand / analyz« 
the requirements 


cxisting 


Ace Infosystems, PHP programmer: 
/ PHP developers, Mumbai, 2 - 5 
Years, Job ID: 4912227 

Person with excellent working knowledge is 
PHP& MySQL with 2-5 vrs of relevant exp 1 
developing database driven 
Familiarity with Zencart and proven skills i: 
implimenting ecommerce shor 
Zencart and Php/ Mysal. 
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Melstar Information Technologies 
Limited, Siebel Configurator, 
Bangalore, 3-6 Years, Job ID: 5877328 
Wil be responsible for Design Packaged 
Solution services, 
Packaged Solution, 
configuration 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Lucid Software Limited, Business 
Manager , Chennai, 3 - 7 Years, Job ID: 
5459253 

Candidate is expected to develop a strategy 
and drive worldwide sales. Candidates should 


have software sales exp. Engineers/Engineer- 
MBAs preferred. 


ONI Enterprises, VP (Project 
Marketing) Mineral Processing Plant, 
Kolkata, 18 - 28 Years, Job ID: 5657737 
Mech Engineer / Chemical Engineering / 
Mining Engineer, with vast experience in 
marketing of mineral processing plants. 
Ideally now a GM in big company or a VP in a 
small company. 

Zenith Infotech Ltd, Sales Co- 
ordinator, Mumbai, 0 - 2 Years, Job 
ID: 5877975 

Candidate should be able to generate clients 
by creating your own database and calling up 
companies to share in details about our 
products and services. To share in the 
Brochure and Company Profile and more. 


Robert Bosch India Limited, Sales 
Engineer, Bangalore, 5 - 6 Years, Job 
ID: 5877812 

The sales engineer is responsible for managing 
all sales and technical 1st level support 
activities for ETAS measurement and 
calibration solutions for the assigned 
customers with the objective to achieve sales 
plan. 


Hitachi Data Systems, Marketing 
Manager, Bangalore, 8 - 10 Years, Job 
ID: 5877337 

Person will be reporting to the Senior 
Director, Field Marketing, APAC and working 
closely with the country manager and local 
sales team as well as the other functional 
leaders, etc. 


Holy Mary Group, SAP Sales ( BDM ), 
Hyderabad, 5 - 7 Years, Job ID: 
5672238 

Applicant with exp in managing Senior 
Consultants and Consultants. Must be able to 
conduct requirements assessment workshop 
with business users. Must have exp in 
participating in preparing RFP responses and 
more. 


Infomedia India Ltd, Brand Manager, 
Mumbai, 2-6 Years, Job ID: 5877160 
Candidate will liaison with the advertising 
agency for various creatives. Would work 
closely with the Business Heads to organise 
events and supervise the ground activities, 
media planning & communications and on all 
other brand activities. 


Sap India Pvt. Ltd., Partner Sales 
Specialist, Bangalore, 9 - 13 Years, Job 
ID: 5877066 

Aspirant should be able to drive business in 
territory space, Leveraged model of driving 
business with co-owners, Accounts to work 
with my partners for 1 year, Drive high-value 
business, Control on discounting, etc. 


Mobile Tech Services India, 
Executive Engineer, Mumbai, 1 - 4 
Years, Job ID: 5876310 

Person should be good in presales. Have 
dealing exp with corporate clients. Should 
have good hands on "technical telecom sales". 
Have good communication skills. 


CMS Computers Limited, ERP Sales- 
Business Development Manager, 
Mumbai, Pune, 0 - 10 Year, Job ID: 
4884905 

Aspirant will be focusing on Retail Segment to 
sell VersaPOS, Identify business for projects 
on Open systems. Good selling skills and 
target oriented. Should have good knowledge 


of software selling; Good communication 


skills. 


EFY Enterprises Pvt Ltd, Sales & 
Markting Manager, Delhi, 1 - 10 Years, 
Job ID: 4527578 

The Candidate: should have a min experience 
(in a similar post) of 1-2 years. Should have 
good English language skills. Should be able to 
handle pressure, deadlines and be able to 
stretch the working day at times of need. 


Datamax Infotech, Business 
Development - BPO /KPO, Mumbai, 4 
- 5 Years, Job ID: 5823995 

Responsibilities include following aspects of 
the Sales/Business Development cycle, lead 
generation, cold calling, identifying and 
qualifying the leads, Identifying and 
responding to RFP/RFI. 


Omnitech Infosolutions Ltd, 
Business Development Executive - 
IMSServices, Mumbai, 2 - 3 Years, Job 
ID: 5874868 

He/She should possess sound knowledge on 
IT Industry, market trends and necessarily the 
decision makers for IT at Client end. 
Outstanding leadership and a team player 
attribute, Excellent written and verbal 
communication skills is a must. 


Shethimpex Vivo Solution Pvt Ltd, 
Regional Sales Mgr, Bangalore, 2 - 3 
Years, Job ID: 5873675 

The person must have a good communication 
skill. Should be ready to Travel to other Places. 
Must be able to manage his Team and give an 
outstanding performance. 

Aakit Technologies Pvt. Ltd., Sales 
Executive / Manager- SAP Solutions, 
Mumbai, 2 - 10 Year, Job ID: 4973140 
Aspirant will sell SAP solutions by targeting 
prospective customers for SAP 
implementation. Will be responsible to 
generate leads, meet the prospective 
customers and manage pre-sales activity 
leading to sales. 


Newgen Software Technologies Ltd, 
Global Business Development 
Manager, Delhi, 2 - 5 Years, Job ID: 
5353909 

Responsibilities include: Conduct a database 
research for organizations in the focused 
segment through regular search engines and 
paid search engines. Create campaigns with 
value proposition and connect with the target 
audience. 

Eviska Infotech, Business 
Development Executives, Mumbai, 1 - 
4 Years, Job ID: 5873013 

Incumbent will be responsible to achieve the 
Sales targets set by the Management & 
building a team for sales and service people on 
their own and grooming them at the same time. 


S&S Technologies, BDE/Business 
Development Executive, Chennai, 2 - 
5 Years, Job ID: 5872709 

Person should have experience in the field of 
marketing for resource requirements in good 
companies. Resource requirements will be 
predominantly for ERP functional 
consultants, 


To know how to apply for these jobs, go to finance jobs listing page. 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description 


Robert Bosch India Limited, Account 
Manager, Bangalore, 10 - 11 Years, Job 
ID: 5877716 

Applicant will lead the sales efforts and 
manage accounts in the Indian Automotive 
Market. The account manager is responsible 
for managing all sales activities for the assigned 
account(s) and for coordination with other 
ETAS departments. 


Elbit India Real Estate Pvt Ltd, 
Financial Analysts, Bangalore, 4 - 7 
Years, Job ID: 5464359 

Person with previous exposure to High-end 
excel skills, sound understanding of financial 
statement, budgeting, MIS. Responsible for 
Business and financial modeling, Producing 
project feasibility reports,Financial 
projections, etc. 


Artemis Health Sciences Pvt Ltd, 
Controller-MIS & Costing, Gurgaon, 4 - 
8 Years, Job ID: 5876295 

Will be responsible for Variance Analysis over 
Budget / forecasts. Involvement with 
Marketing Department and Specialty Heads in 
fixation of selling price of products /services. 


Suzlon Energy Ltd, CA - Fresher, 
Chennai, Pune, 0 - 2 Years, Job ID: 
3953720 

The incumbent will assist in handling 
Accounts, Taxation, Audit, Finance etc. Assist 
in business analysis and financial modeling, 
Generate the MIS. Handle documentation 
and maintain them, 


Aequor Information Technologies 
Private Limited, Accountant, 
Chennai, 0-3 Years, Job ID: 5875505 
Aspirant must have at least 3 years of working 
experience as Accountant. 
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Subhnen Decor Pvt Ltd, Jr. 
Accountant, Mumbai, 1- 2 Years, Job 
ID: 5872505 


He should have exposure with Tally 
Accounting package. Will be maintaining day 
to day records of Sales, Purchase, receipts, 
Payments. Maintaining register i.e TDS, Sales 
and Purchase, Receipts and Payment and 
Service tax. 

Ratha Holding Company Pvt Ltd, 
Senior Manager - Finance & 
Accounts, Chennai, 8 - 12 Years, Job 
ID: 5871875 

Essential functions will be: Financial 
accounting & costing, Taxation, Management 
accounting - Budgeting & MIS, Fund / Cash 
flow management, Treasury management / 
corporate finance. 


Zoom Developers Ltd, Accounts 
Executive, Mumbai, 1- 3 Years, Job 
ID: 5869886 

Incumbent should have experience in 
Accounting, Preparation of Balance Shect, 
Profit and Loss a/c. Hands on experience and 
knowledge of experience is must. Tally 
knowledge would be added advantage. 


COLT India, Finance Manager, 
Gurgaon, 7 -9 Years, Job ID: 5736449 
Key tasks and accountabilities: Financial 
Planning & Analysis. Supervising a team 
responsible to report & analyze the companys 
key statistical business drivers within a 
financial and strategic context and more. 
Camo Technologies India Pvt Ltd, Sr. 
Manager - Finance/ Accounts, 
Bangalore, 5 - 7 Years, Job ID: 5868907 
Person need to communicate to US and 
Europe controllr on regular basis and 
consolidate all accounts before sending final 
report to Group CFO. Person needs to be 
hands on with day-to-day accounting 
activities. 
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Newgen Software Technologies Ltd, 
Sr. Executive Branch Accounting & 
Admin, Bangalore, 2-5 * ears, Job ID: 
5570540 


He/She should have 2 - 5 yrs of expemence in 
handling branch accounting of a ri puted 
company (preferably [1 Expense 


accounting, Vendor management & payables, 
Employee claims & fund management 


RNA Corp, Manager-Costing & 


Budgeting, Mumbai, 5 - 10 Years, Job 
ID: 5533880 


CA/ICWA with 5-10 years of expenence in 
costing, Finance & Accounts Strengthen 
costing systems across organization. Present 
detailed cost information and analysis to TOP 
Management, etc. 


Blues Integrated Solutions, Cos! 
Accountant / ICWA, Bangalore, 2 - 5 
Years, Job ID: 5867189 

MBA/ICWAI inter /( น inter with 2 vears 
experience or B.Com with 3-4 years of 
experience in management rcporung 


IFCM Counsellors, Accountant, 
Mumbai, 3-5 Years, Job ID: 5866193 


The person will be responsible for: -Genera 
Accounting, Sales Accounting, MIS 
Reporting, Entire accounting of the unit. Wil 
be reporting to Zonal Head. Taxation: VAT 
Sales Tax etc. Statutory provisions to be met 


Atlas Copco (India) Ltd, Production 
Cost Accountant, Punc, 5 - 8 Years, 


Job ID: 5865442 

Incumbent will be responsible to follow the 
production cost of the products i! 
manufacturing plants and compare standards 
to actual cost. Raise red flags where needed 
and discuss corrective actions with the Flow 


Managers where necessar 
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Sivaganga District, Tamil Nadu 


OT A MONTH GOES 

without a public or à 

private sector bank an- 
| nouncing the opening 
of a branch in the Sivaganga district 
of southern Tamil Nadu. Over the 
last two years, 28 new branches 
have been opened and five more 
are likely to commence operations 
soon. With 169 bank branches 
catering to a population of 1.15 
million people, the population per 
branch, at 6,810, is among the low- 
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est in the country. This district, for 
bank chairmen, is a special focus 
area when it comes to financial in- 
clusion—not surprising, considering 
that Sivaganga happens to be the 
Lok Sabha constituency of Finance 
Minister P. Chidambaram. 

Has this special focus translated 
into a better quality of life for the 
people in the district? We (photog- 
rapher G. Keshav Raj and I) set out 
to see it first hand. The drive from 
Madurai to Karaikudi, a prominent 
town in the Sivaganga district about 
75 km to the east, and then to 
Sivaganga, the district headquar- 


ters 50 km farther south-west, takes 
us through barren lands with wild 
shrubs. The red laterite soil found in 
large parts of the district is unfit 
for cultivation. That explains why 
only 29 per cent of the district's 
geographical area of 4,189 sq km is 
under cultivation. Also, with no 
perennial rivers here and with err- 
atic rainfall, crop insurance claims 
from the district are reportedly 
among the highest in the country. 

We also do not come across too 
many industrial units during the 
three-hour drive. That is because 
industrialisation has given this dis- 


trict a miss (according to govern- 
ment data, there are just 157 regis- 
tered factories). For many years, 
Sakthi Sugar’s 5,000-tonne-per day 
sugar plant was the only major in- 
dustry here. In May this year, 
Sterlite Industries announced the 
setting up of a Rs 100-crore alu- 
minium fluoride plant near 
Karaikudi. In fact, one of the biggest 
grouses the people of this district 
harbour against Chidambaram (who 
has been elected from this con- 
stituency six times since 1984 and 
has been a Union minister off and 
on for about 13 years), is that he 
could have used his influence to 
redirect some major industrial in- 
vestments here. Consequently, small 
scale and cottage industries domi- 
nate the region. It soon becomes 
clear to us that if there is one district 
that could benefit a lot from finan- 
cial inclusion, it is Sivaganga. 

Our first stop is the Idayamelur 
branch of the Indian Overseas Bank 
(IOB), about 7 km from Sivaganga. 
We meet a group of 20 women 
from a nearby village who have 
come to avail of loans for milch 
animals. Says K. Sundari, the mid- 
dle-aged leader of the group, which 
has formed Muniyandipatti Milk 
Producers Co-operative Society to 
supply milk to Aavin, the state- 








Sivaganga's District Collector Bansal: 
Taking banking to the people 


owned milk producer and distrib- 
utor: "We were rearing cows and 
supplying milk over the last few 
years but still could not make ends 
meet as we paid a high rate of in- 
terest, having borrowed from 
money lenders at well over 36 per 
cent per annum. We were forced to 
work as labourers for supplemen- 
tary income. After the banks an- 
nounced the special ‘5,000 Milch 
Animals Scheme’, we decided to 
take bank finance, which came at 9 
per cent.” It was the first time that 
Sundari and her fellow villagers 
accessed banking facilities. “We 
will not have to go and work as 





labourers any more,” she adds con 
fidently with a smile. Th 
Idayamelur branch has, over the 
last one year, disbursed 370 
animal loans, mostly to first-time 
bank borrowers. 

Explains T.V. Nagarajan, Chiet 
Regional Manager, 108, the lead 
bank for the district: *We have ap 
proached financial inclusion in two 
ways. One, banks have been set up 
across the district so as to maki 
them accessible to the people and 
secondly, after a special necting 
chaired by Finance Minister 
Chidambaram in March 2007, sp 
cial lending schemes, specificalh 
designed for the needs of the peo 
ple in the district, have been rolled 
out.” These include the “5,000 
Milch Animal Scheme”, loans for 
drip irrigation, funding for the coir 
industry cluster and top-up 
for those building dwelling 
under the Indira Awas Yojana. Ove 
the last one year, banks in the dis 
trict have sanctioned loans worth Rs 
7.08 crore for milch animals, Rs 
2.04 crore to the coir sector and Rs 
3.13 crore under the Indira Awas 
Yojana top-up scheme. The dis 
trict’s credit disbursement has 
increased from Rs 534.32 crore in 
2005-06 tO Rs 774.65 crore in 
2007-08. It is pegged at Rs 85 1.89 


milch 


IO ans 


nics 


crore for 2008-09, We meet 
District Collector Pankaj Kumar 
Bansal to understand how financial 
inclusion initiatives have helped 
the common man. “Over the last 
four months, 63,000 new bank ac- 
counts have been opened. These 
are people who have never ven- 
tured near a bank before. That 
apart, 89,970 accounts are waiting 
to be opened as a part of the 
National Rural Employment 
Guarantee Progr-amme (NREGP)," 
he says. 

Sivaganga is one of the three 
districts in Tamil Nadu selected 
for NREGP in the first phase and 
the state administration is insisting 
that each beneficiary opens a bank 
account for easy settlement of 
his/her payments. “In one shot, a 
whole lot of people, hitherto not 
exposed to banking, will have bank 
accounts. It will help the people of 
the district escape money lenders, 
who charge rates as high as 60 per 
cent," Bansal adds. 

Will it be viable to open 
branches in small and remote vil- 
lages? “We are looking at newer 
economical ways of reaching bank- 
ing to the people," says Bansal. 
He is referring to the “branchless 
banking" introduced by 
Corporation Bank in four pan- 
chayats in the district. We decide 
to check out one of these and pro- 
ceed to Namanur, a panchayat 
with a population of 700 people. 
Almost an hour's drive later, we 
reach a nondescript village. There 
aren't too many people on the 
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street. One house, though, ap- 
peared crowded. We realise that it 
is the house of K.R. Muruganand- 
ham, a “business correspondent”, 
the name Corporation Bank has 
given to its “branchless banking” 
representative. We count at least 
six women waiting to transact 
business. In front of Muruganand- 
ham is a set-top box-like machine, 
which, through a smart card, bio- 
metric verification and telephone 
link to the Corporation Bank’s 
central server at Mangalore, en- 
ables people to deposit and with- 
draw cash. As we enter the house, 
V. Varadeswari, a daily labourer, is 
depositing Rs 100. “Earlier, one 
had to go to Sivaganga to deposit 
the money in a bank and it en- 
tailed a bus fare of Rs 15. Many of 
us, as a result, chose to keep the 
cash at home,” she says in chaste 
Tamil when we ask her how she 
likes the new way of banking. 
According to V. Ravi Kumar, 





IOB's Nagarajan: Designing 
schemes for the common man 





Manager, Sivaganga branch, 
Corporation Bank, Muruganand- 
ham does a daily business worth 
Rs 5,000 to Rs 10,000. 

On Day 2, we start early from 
Karaikudi and proceed towards 
S. Pudur, a village with 50 house- 
holds and a population of 2,120, 
where IOB opened a branch in 
May this year. As we reach the 
village after more than an hour's 
drive, we find it deserted. The 
branch is no different. The only 
two people inside are the em- 
ployees. The manager there tells 
us that the branch has 410 ac- 
counts, deposits of Rs 33 lakh 
and advances of Rs 2 lakh. 
Wondering whether such a branch 
would be viable, we take a de- 
tour to Poolankurichi, 30 km to 
the east. Here, we find a neat ar- 
ray of houses built using the Indira 
Awas Yojana top-up loan. The 
beneficiaries are dealing with 
banks for the first time. 

BT tried to get Finance 
Minister P. Chidambaram's per- 
spective but he could not be 
reached for comment. However, 
after two days and travel span- 
ning 600 km, we realise that the 
financial inclusion drive has be- 
gun to impact people positively 
in Sivaganga district. But it's still 
early days. Considering the reso- 
urces sunk, the extent of success 
will be determined entirely by how 
well people leverage their access to 
banks. As they say, you can lead a 
horse to water but you can't 
make it drink. พ 


bt bookend 


A Mighty Spark 


This is a book that will make experts and laymen alike 
look afresh at sustainable development. ARNAB MITRA 


THE NECESSARY T LAST, A BOOK ON SUSTAINABLE DEVELOP- 
REVOLUTION ment that doesn't read like a professor's 
Peter Senge, Bryan notebook. That the issue is crying out for at- 
Smith, Nina Kruschwitz, tention is a given. But most tomes on the subject are 
Joe Laur and so pedantic that they put off everyone but the 
Sara Schley most committed, when the need of the hour is to 


Nicholas Brealey Publishing win new converts. 
Pages: 406 
Price: Rs 995 


The Necessary Revolution, How Individuals 
and Organizations are Working Together to Create 
a Sustainable World by Peter Senge, Bryan Smith, 
Nina Kruschwitz, Joe Laur and Sara Schley sets out 
to do just that. Most importantly, they don’t 
preach down to the readers. Instead, the book 
engages people, with inspiring real life examples of 
companies and individuals across the world who 
are tackling social and environmental problems that 
will make a difference to the way we produce, con- 
sume, discard and, indeed, live. 

It has important lessons for Indian planners as 
well. The authors point out that the belief that eco- 
nomic growth alone can solve the problems of 
poverty and deprivation is not borne out by 
empirical evidence. But more than this, they make 
a strong case for the fact that our responses to these two inter-related prob- 
lems—of individual deprivation and environmental degradation—are 
totally inadequate. This obviously points to a global system that is out of 
balance— "the result of a way of thinking whose time has passed". 

The new way of thinking, the book says, must incorporate the following 
three basic tenets: there is no viable path that does not take into account 
the needs of future generations; the network of businesses, governmen- 
tal and non-governmental institutions that influence what we make, 
what we eat, what and how much energy we use and our response to the 
problems that arise from these choices must play a very important role in 
the transformation that we must undertake; and, to quote Albert Einstein 
as the authors have done, *we can't solve problems using the same kind 
of thinking we used to create them." The Necessary Revolution talks of the 
challenges the world faces in the areas of *energy and transportation, food 
and water and waste and toxicity—and the consequent imbalances that re- 
sult when too many resources are concentrated in too few hands". 

The Industrial Revolution didn't take place following a clarion call 
from James Watt, though he is widely credited with having sparked it 
off. Several large and small innovations, mostly independent of each 
other, coalesced together to offer first Britain, then Europe and later the 
world at large the means of making a paradigm—and, in hindsight, scary 
and potentially self-destructive—shift into the industrial age. Similar large 
and small innovations are now taking place around the world that 
can, given the right impetus, join together to undo the saga of ecolog- 
ical recklessness that it spawned. 








SONY VS SAMSUNG 


Sea-Jin Chang 
John Wiley & Sons 
Pages: 200 

Price: Rs 559 


HIS IS A BOOK THAT WAS BEG- 

ging to be written, and it 
took a professor at Korea 
University to write. Sea-Jin 
Chang's Sony vs Samsung is a 
fascinating account of why the 
one-time electronics giant (Sony) 
lost so miserably to an upstart 
from South Korea, Samsung. 
Apparently, that had a lot to 
do with the choice of strategies 
at the two giants. While Sony 
decided to seek synergies be- 
tween its hardware and soft- 
ware businesses, Samsung sin- 
gle-mindedly focused on pro- 
ducing well-designed hardware. 
However, what's interesting is 
Chang's conclusion that the di- 
vergent strategies alone don't 
explain their divergent fortunes. 
Indeed, organisational processes 
and leadership may have aided 
or impeded their success. For 
example, Chang says, Sony's 
independent business units 
quickly became silos when the 
company's top leadership was 
challenged. In contrast, 
Samsung responded to the dig- 
italisation of electronics with 
speed and militaristic organi- 
sation of resources and efforts. 
However, Chang makes it clear 
that Samsung faces several 
challenges on the road ahead. 
For instance, Chang says that 
Samsung is facing "organisa- 
tional fatigue, which has been 
induced by 'fear-based man- 
agement”. Moral of the story: 
corporations had better not take 
success for granted. 
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Back of the book 


N WATER-STARVED, SPARSELY- 
populated Barmer, one of 
the five Rajasthan districts 
that fall in the Thar Desert, 
land would be the last thing 
to quarrel over, one would have 
thought. Control of land and what 
lies beneath it, however, seems to 
have become the cause celebre in 
the border district, much in line 
with the way industrialisation is 





PRINTED 
CIRCUIT 


Barmer's Tryst with Oil 


The entry of large oil and gas companies is changing this desert district in 
Rajasthan and promising its people a better life, discovers KAPIL BAJAJ 


forcing itself on to rural areas else- 
where in the country. That's hap- 
pening even as industrial invest- 
ments, especially following the dis- 
covery of oil and gas in Barmer, 
promises to transform the local 
economy, which has long suffered 
from the harshness of the desert. 
Oil will flow from Barmer in mid- 
2009 but it is already fuelling ac- 
tion in the district. Sample this: 

m The Rajasthan government is ac- 
quiring 8,000 hectares in 30 vil- 
lages of Barmer, close to NH-15, for 
a 1,080 MW power project based 
on lignite mining, which will re- 
portedly displace 40,000 people. 
The project, for which mining will 
be jointly executed by Rajasthan 
State Mines and Minerals (RMML), a 
state government entity, and Sajjan 
Jindal’s jsw Energy, is facing oppo- 
sition not just from the affected 
farmers but also from local BJP MP 
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a few kilometers to fetch water, 12 


per cent of water from the Indira _ 
Gandhi Canal has been reserved for 
the power plant even as Barmer's 
denizens still wait for their share. 

m Last March, the Centre told 
Parliament that at least 48,000 acres 
of land in Barmer and Jaisalmer 
extending right up to the "Zero 
Line" (i.e. the sensitive Indo-Pak 
border) had been sold over 
the years to buyers from various 
parts of the country, mostly in 
benami transactions. Following the 
discovery of the *land grab", in- 
volving thousands of crores of 





rupees, the state government can- 
celled the sale deeds and registered 
cases against 900 persons. It's also 
probing why the buyers 
suddenly became interested 
in acquiring desert land near the 
border, which apparently has no 
profitable use. 

m [he District Administration is not 
ruling out protests over acquisition 
of land and right of use (RoU) by 
Cairn India, which is exploring and 
drilling for oil in Barmer basin. The 
company, which is also building a 
590 km pipeline from Barmer to 
Salaya in Gujarat, has had a peace- 
ful run so far. 


Camels and Toyotas 
The contrast between the old and 
the new economy in Barmer could 
not have been starker, and often 
manifests itself in huge stresses and 
strains. "Around 90 per cent of 
Barmer's population is rural in na- 
ture and about 73 per cent of land is 
used for agriculture, even though 
farmers don't expect anything more 
than a harvest in a year if the rains 
oblige," says Lata Kachhawaha, 
Joint Secretary, SURE, an NGO em- 
ploying community-based solutions 
to uplift the local economy. 
Livelihoods are supplemented 
by animal husbandry, handicrafts, 
and men taking up any work that 
comes their way. Some of the local 
industries (in the small-scale sec- 
tor) listed by the state government 
are Bentonite grinding, cement 
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A flurry of activity: Cairn India is promoting local handicrafts and training 





youth in electronics, and big cars have replaced camels in Barmer tow: 


bricks, flour mills, granite cutting 
and polishing, and plaster of Paris. 
The backwardness of the district is 
evident in high illiteracy, strong 
caste divisions—Bhils, Meenas and 
Grassias are three of the most mar- 
ginalised groups—and a general 
lack of transportation and commu- 
nications facilities across small, dif- 
ficult-to-reach dhanis (very small 
rural habitations of generally 
kachcha houses that tend to be 
caste-exclusive). 

Rainfall being deficient, Barmer 
relies on government water sup- 
ply—tanks located along roads and 
fed with piped water—and tankas 
(rainwater harvesting structures built 
for an individual family or one or 
more dhanis), which still entail an 
onerous effort for women to carry 
water home. Electricity has not 
reached most of these villages. 





The economy of Barmer town, 
on the other hand, seems to b 
thriving, thanks not onl) 
spin-offs from the fledgling of oil 
and gas industry, but also due 
sustained efforts to leverage local 
strengths in handicrafts and ani 
mal husbandry. 

In Barmer town, this writer sees 
marketplaces doing brisk business in 
cell phones, apparel, and other me: 
chandise. Cairn India's fleet of 
Toyota Innovas stands outside Hote! 
Kailash International, whos: 
unpainted facade hides a comfort 
able accommodation with all mod 
ern amenities that one can expect in 
big cities (including the luxury of tap 
water, which the rural population 
can only dream of). 

"Three years ago, there used to 
be just one hotel in Barmer town 
Today there are 6-7 hotels with 
high occupancy," says a spokesper 
son for Cairn India, which expects 
its Mangla fields in Barmer to start 
yielding oil by the next year. Ravi 
Jain, District Collector of Barmer, 
says that the big industries have 
been instrumental in the growth 
of services like tourism, hotels, 
transportation and communication 
in the district. 
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Learn they Must 
As industrial capital exerts its 


influence over the age-old econ 
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omy of Barmer, the locals are learn- 
ing new skills and brushing up on 
old ones. Cairn India, for exam- 
ple, has set up an Enterprise Centre 
in collaboration with International 
Finance Corporation (IFC) and 


International Centre for 
Entrepreneur and Career 
Development (ICECD, the NGO im- 
plementer), training local youth in 
masonry, fabrication, carpentry, 
electricals, plumbing, and even re- 
pairing of mobile phones and 
automobiles. The primary objec- 
tive of the initiative is to help the 
project-affected families (families 
that have lost their land) improve 
their employability. 

Under the IFC-Cairn India 
Linkage Programme, the company 
has also got SURE to set up 13 
village-level milk cooperatives with 
765 members. The main buyer of 
their daily production of 1,250 litre 
milk is Rajasthan Cooperative Dairy 
Federation (better known by its 





Manvendra Singh: Raised voice 
against displacing 40,000 people 
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Saras brand). 

At the office of Rawlinadi Milk 
Cooperative, which also acts as a 
milk collection centre, with a so- 
lar battery charged-computer and a 
machine to measure milk fat, 
Govardhan Ram, a member, says: 
"The cooperative enables us to con- 
veniently get the feed and medi- 
cine for our cattle. Payments are 
better and timely too." 

At Barmer District Milk 
Producers' Cooperative (an arm of 
Saras), Managing Director S.L. 
Mathur says milk cooperatives have 
been a huge support for the rural 
population of Barmer, which con- 
tinues to depend on nature for its 
livelihood. The district boasts of 
290 cooperatives with 14,000 mem- 
bers, and production of 25,000 
litres of milk a day. 

Ashok Sharda, a larger trader in 
handloom home linen, says his 
weekly payments to artisan-sup- 
pliers in Barmer have been over 


Ravi Jain: Big industry is spurring 
tourism and communication 


Winds of change: Saras van collecting milk; solar panels 





Rs 1 lakh. Fabindia, the Delhi- 
based retailer, also sources 
over Rs 15-20 lakh worth of hand- 
icrafts every month from Barmer, 
which it's trying to increase, says 
D.K. Sharma of Desert Artisans- 
Jodhpur, Fabindia's sourcing arm 
in the area. 


A Tale of Two Worlds 


While livelihood promotion 
schemes in Barmer are getting some 
corporate support, local businesses, 
too, are eyeing large contracts for 
small shares. J.P. Singhal, the owner 
of a local construction firm, has 
bagged an Rs 4 crore order from 
L&T, which is implementing a Rs 
1,300-crore turnkey contract for 
Cairn India. Singhal, however, is 
not happy: “Cairn’s presence has 
been good for the local economy 
but they are mainly giving orders to 
and sourcing from contractors out- 
side Barmer—even for small items 
like water bottles and stationery. 
That's unfair to us,” he says. 

The Cairn's spokesperson says 
many local contractors are not pre- 
pared to adhere to the company's 
environmental and safety norms, 
resulting in contracts going to 
outsiders. 

For now, Barmer represents a 
place split into two worlds—there 
are modern industries that seek to 
master nature to create enormous 
wealth and there's a traditional 
economy that has submitted to 
nature for centuries. The locals 
need to wise up fast to the devel- 
opments that can fundamentally 
transform their lives. 
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HEN THE FIRST RELATIVELY 
inexpensive flash mem- 
ory units came out a 


decade ago, several competing for- 
mats battled to get to the top of the 
pile. Easily removable storage was 
a catalyst in the development of 
several consumer electronic prod- 
ucts—especially digital cameras. 
The Secure Digital (sp) card format 
quickly moved to the top of the 
pile. Today, professional photog- 
raphers, including those on this 
magazine's staff, have memory 
cards so large 
that they 
can almost 
keep on 
shooting 

for ever. 

But the 
last few years 
have again seen 
a change in the 
form factor, and the 
rise of the micro-sp 
card. The micro-sp for- 
mat is impressive because it 
is so small, barely the size of a 
fingernail. Several mobile phone 
manufacturers now have micro-sD 
slots on their devices. However, 
Sony sticks with its proprietary 
Memory Stick (MS) format, but 
even that has been shrunk. 

But when the leader in flash 
memory, SanDisk, recently 
launched its 8 gigabyte micro-sp 
card, you could not help but be 
amazed. The picture on this page 
only gives you an idea of how 
small this card is. The fact that 
you can store 2,000 average 
MP3 tracks on something this 
minute is, frankly, mind-bog- 
gling—especially for someone 
who, remembers a time in the 
not-so-recent past, when having a 
| gigabyte computer hard-disc 














A Storage Question 


Data storage has never been smaller. KUSHAN MITRA 


was seen as a big deal (and cost 
over Rs 10,000). 

À micro-SD card is 15x10 mil- 
limetres. Even if you consider the 
three-and-a-half inch 1.44 
megabyte hard floppies, which 
some of your desktops might still 
have a drive for, a micro-sD card is 
less than 2 per cent of the size of 
such a floppy—and has 5,555 
times the storage capacity with a 
lot faster data access. And the 
SanDisk people are promising that 
before the year is out they will 
have a micro-SD card with 16 gi- 
gabytes of storage. 

Even removable storage is get- 
ting more ridiculous. Sony has in- 
troduced Vaio laptops with Blu- 
Ray disc writers. You can buy 
blank Blu-Ray discs from Moser- 
Baer (though they still cost around 
Rs 500 each against Rs 10 for a 
regular CD) which can store 50 gi- 
gabytes of data. You will need 72 
compact discs to store that kind of 
information. You can also buy a 
500 gigabyte powered external 
hard-drive from Western Digital 
for Rs 4,200. 

And you know the surprising 
thing? No matter how big the 
geeks make the storage devices, 
we will always find junk to dump 
in them. The amount of data in 
this world is expected to double 
every 11 hours by 2010. People 
are not talking of terabytes any- 
more, the talk is of petabytes (one 
million gigabyes or 125 million 
MP3s as a reference point) and 
exobytes (one billion gigabytes— 
enough to store every single song 
ever recorded). Maybe, in 10 years 
from now, your columnist will be 
amazed that companies are shov- 
ing in a few exobytes onto some- 
thing the size of a human hair. 

Who knows? 
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HAT WAS THE FIRST THING 


that several of us in 
Business Today searched for 
on Cuil (www.cuil.com 
pronounced ‘cool’ according 
to its founders), the new web 
search engine that suppos- 
edly indexes 120 billion pages 
on the web? Ourselves! No, 
really. And the consensus 
opinion is that Cuil is rather, 
well, cool. So much so, that 
this writer added it to his 
Firefox browser's search bar. 
The three-column search 
result layout with images dis- 
played by the side is pretty 
nifty, as is the black home- 
page. However, the search 
engine does not work that 
well, as yet, on more generic 
search terms—we tried "India 
Media Blogs" and Cui! was 
completely off the mark. Again 
with "Global Data Capacity", 
Google (Sorry, Microsoft and 
Yahoo, Google is the yard- 
stick) delivered better results. 
But when it came to our 
names, Cuil was a lot better. 
Maybe they have something 

going right there. 
KM 





bt treadmill 


A Pick-me-up for Workouts REVERSE AGEING BY 
BALANCING YOUR PH 


+1 


OMETIME LAST YEAR I ACQUIRED A NIKE+IPOD AND MY WORKOUT 


regimen changed completely. Earlier, I would treat my sessions on a OST IMPORTANT META- 


ANIE 


the treadmill as a chore. Get on it; run cursorily for 10-20 minutes V bolic functio 
and then head off to the strength section to hit the weights. After the 1S that of 
Nike+, I’ve become an enthusiastic runner. Maybe it’s because of 
the music plus the live data on my runs delivered discreetly via audio. 
Maybe it is because it's so easy to sync it through iTunes on to my per- 
sonal homepage at www.nikeplus.in. Or maybe it is because I get 
celebrity athletes like Lance Armstrong actually congratulate me when 
| break a personal record. Whatever it may be, ever since I got the 
Nike-- iPod, which is actually a cool confluence of two gizmos—the Nike 
kit and the iPod Nano, I have been running more often, faster and, most 
important, happily. 

So, just before Nike debuted their new SportBand (| think it goes on sale 
this month), I gladly became a guinea pig. The SportBand (estimated to re- 
tail at Rs 2,495) is basically like the Nike+iPod without the iPod or the mu- 
sic. It's a nicely designed wrist- 
band with a detachable link that 
looks like a simple digital watch 
that plugs into your computer. 

It's easier to set up than the 
Nike-- iPod, which requires hav- 
ing an iPod, Nano and iTunes 
on your computer. For the 
SportBand, you simply down- 
load a widget from the Nikeplus 
website, which automatically 
syncs your runs every time you 
plug your link into the com- 
puter and transfers the data to your Nikeplus homepage. While running 
with the wristband on, piezo electronics enables a sensor in your 
shoe (it has to be a SportBand compatible shoe where the sole has a slot 
for the sensor) to talk to the link and display data—miles or kilometres 
run, calories burnt, pace, etc. The easy-to-use link is lightweight and the 
display is easily readable provided there is enough natural light. There 
is a main button to start, pause and end workouts and a toggle below 
the screen that helps you scroll through the data—weekly miles or kms, 
last run data and time. 

Gadgets like the SportBand are great pick-me-ups for your workouts, 
particularly if your enthusiasm is flagging as it often happens to even 
people who exercise regularly. The other way to give your workouts a 
boost, as I have mentioned in this column before, is to keep changing 
your regimen. If you're an indoor runner, switch to the outdoors; if 
you've been working out on machines, switch to free weights; and, if 
you've been training too hard, take a break and come back to your reg- 
imen after a week. 





MUSCLES MANI 


write to musclesmani@intoday.com and read the Treadmill blog 
at www.businesstoday.in 

Caveat: The physical exercises described in Treadmill are not 
recommendations. Readers should exercise caution and consult a physi- 
cian before attempting to follow any of these, 
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across the world. And now, a 
Cosmopolitan completes 12 wicked, irreverent, fun years in India, the cult magazine brine 
to the country a cult event that celebrates the true spirit of being a Cosmo girl—th 


Internationally designed as a jury award, Cosmopolitan’s Fun Fearless Females (and on 
lucky Male!) will be chosen from across 13 categories by a highly distinguished panel o 
judges. Each category will have 5 nominees that will be rated, debated and voted for by th 
jury. The 14th category is open to your vote! 


Who is a Fun Fearless Female? Someone who's spirited, fun, articulate, irreverent, an achiever. Who 
goes after what she wants and has fun doing it. And YOU can choose who she is! Vote for your fave from 
the nominee list below and send us your completed forms latest by 30th September 2008. 


PLEASE |v) TICK ONLY ONE 


Name: Mr/ Ms 
Address 10 LUCKY | 
GET FREE HAIR 
(SMS CODE A) Cit AND COLOU 
State IN THEIR OWN 
(SMS CODE B) cit j | 
lel. NO Dale of Birt 


(SMS CODE C) Email 





(SMS CODE D) Just fill in the form and mail back to COSMOPOLITAN FFF Awards, Lifestyle 
Division, Living Media India limited, E-1, Jnandewalan Extn., Videocon Tower, 
(SMS CODE E) 5th Floor. New Delhi-110055 








| You can also vote online by logging on to 
or . For eg: To vote for Katrina Kaif sms COS FFF A 


Fiama Di Wills presents Cosmopolitan Fun Fearless Awards, 2008 will be held at a sensational 
red-carpet event at the ITC Hotel, The Grand Central, Mumbai in October! 
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My Lunch with Warren Buffett 


Mohnish Pabrai and his friend Guy Spier paid $650,100 to dine 
with the world's best-known investor. This is what they took out 
from their three-hour lunch. A Business Today exclusive. 


WT & WOLLENSKY 





D-Day: (from left) Mohnish Pabrai (right) with Guy Spier; Pabrai with Buffett; the Spiers and Pabrais with Buffett; the 





HREE HUNDRED AND SIXTY TWO DAYS, 20 
hours and 45 minutes after my friend 
Guy Spier and I won the bid for the 
privilege of dining out with the world’s 
richest man and my idol, Warren Buffett, 
here I was—along with my wife Harina and daugh- 
ters Monsoon and Momachi (Guy was accompa- 
nied by his wife Lory)—at New York’s famous steak- 
house, Smith & Wollensky, for my big moment. 
Days earlier, I had already looked up s&W’s menu 
to save precious time, but I need not have bothered. 
Warren, dressed in a dark suit and yellow tie, seems to 
be in no hurry. At 77 years of age, the Chairman of 
Berkshire Hathaway is full of energy. The Oracle of 
Omaha is more than happy to let us get as many pic- 
tures clicked with him as we want. After the pictures are 
done, we sit down for our meal; my daughters on 
the either side of Warren, Harina and I to his left 
and Guy and Lory to his right. The menus arrive and 
Warren opts for a medium-rare New York T-bone 
steak with hash browns and a cherry Coke (not sur- 
prising; his Berkshire Hathaway owns shares in Coca- 
Cola Co.). Guy and I order steaks, too, my daughters 
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go for hamburgers and fries, while Harina and Lory set- 
tle for fish and salad. 

It didn't strike me then, but when I look back now 
| realise that over the three hours that we spent chatting 
over our lunch, we discussed 55 different topics, rang- 
ing from Warren's value system as an investor to his 
friend and Berkshire Vice Chairman Charlie Munger to 
the importance of picking the right life partner. But 
what made the most impression on me had nothing to 
do with Warren's investment philosophy (of that | 
have read a lot and tried to live it, too). Rather, what 
moved me deeply was his love for his former wife, 
Susan. "I never did anything for Suzie, but she did every- 
thing for me; I wouldn't have been as successful with- 
out her," I remember Warren telling us. 

Warren speaks sparingly about his late wife in 
public, but that day, perhaps to make a point to us 
young couples and the two children, he decided to talk 
about her. Susan had left him and Omaha a long time 
ago—1974, to be precise—to move to San Francisco to 
pursue her singing career. It was a decision that prob- 
ably broke Warren's heart but he was obviously too 
much in love with her to stand in the way of her 


dreams. They remained married and good friends. have dined with Warren at his charity lunc! pa 
Incredibly, Susan even introduced Warren to a woman them bags full of candies— including “custo. 


(Astrid Menks) who would become his companion with his picture on each one (specialls 

and eventually his wife after Susan's death in 2004. him by Berkshire's portfolio companies, See’s ( 
While Warren has become the world's biggest phil- Hershey’s and Mars). 

anthropist by donating most of his fabulous wealth (es- He gave them something else, too: at 


timated at upwards of $60 billion) to the Bill and share hamburgers with him at Johnny Roc 
Melinda Gates Foundation, Susan was a social worker hamburger chain) the next time he was in levi 


in her own right. As Warren told us, she would rou- California, where I live. And he said. “maybe we'll as 
tinely take homeless people dying of AIDS into her your dad to join us." And to Harina and me. Warr 
home in San Francisco to make their last days as com- gave an unexpected gift—he offered to set us up foi 
fortable as possible. She even gave these dying strangers lunch date with Charlie Munger. And true to his 
her own bedroom, which had a spectacular view of the word, two days after our meal, Warren coi 





Oracle of Omaha holds forth; the money from annual lunch will go to Glide Foundation, which helps San Francis 








San Francisco bay, and took to sleeping in the living on an e-mail to Charlie asking him to din 
room. Another time, she flew a similarly sick guest in There is a price one can pay annually to dine wit 
a private jet to meet the Dalai Lama in New York be- Warren. But a lunch with Charlie is priceles 
cause that was the dying man's last wish. and I are very much looking forward to breakin; 
Before our June 25 lunch date, I had mailed bread with Charlie. I never thought that I'd bu 
Warren a copy of Dakshana's annual report. get another (priceless one at that) for free! 
Dakshana, a foundation Harina and I set up two At the start of our meeting, | had told V 
years ago, provides free IIT-JEE coaching to impover- that he was my guru and that this lunch was a way f 
ished rural scholars. Warren had not just read the re- me to make a small down payment on a very lar 
port but mailed a copy each to Bill Gates and: Charlie —— daksbana that I owed him. At the end. I told ! 
Munger. He even said it was the best annual report I would be honoured if he, my guru, allowed 
from a non-profit that he'd ever read! I asked Warren touch his feet and if he could put his hands on cai 
whether I was right to start on my philanthropic and bless me. Warren’s response: “Mohnish, 
work in a modest way or I should have waited ล do anything you ask me to do.” Harina click 
few more years to start giving back. Warren's reply priceless photo of me touching my guru's ! 
was simple: “It’s never a good idea to wait to do any- smiled and placed his hands on my head 
thing; given the uncertainty of life, just get going." Ihe 14 years of learning vicariously from Was 
It was time for dessert (ice cream in shot glasses) and have made me into a vastly better human bein, 
for our lunch to wind down. A week before the lunch- already see the lunch leading to more impro ts, = 
eon meeting, my daughters had put together a scrap 
book on Warren that, at the end of the lunch, he (As told to R. Sridharan: Editor's note: Next ve; 
wanted to carry with him despite my offer to FedEx it lunch with Buffett has been won by a Chinese lei 


to him. For their work and for being the only kids to manager Zhao Danyang for a whopping $. 


PAWAR 
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INDIA ATTRITION STUDY 2008 


Registration for India Attrition Study is now open. 


HE FIRST SIGNS APPEARED IN 

the mid-90s with the advent 

of the software services in- 
dustry. By the turn of the century, 
this problem had reached epidemic 
proportions as the rr industry ma- 
tured and ITES-BPO sector kicked 
into high gear. We're, of course, 
talking about attrition, a crippling HR 
headache that has plagued organi- 
sations across India Inc. Although at- 


trition has been spiralling out of 


control for some time, especially in 
fast-growing industries such as IT, 
BPO, retail and infrastructure, few 
companies have been willing to dis- 
cuss this hot button issue, instead 
preferring to sweep it under the car- 
pet. What was a problem restricted 
to just a couple of sunrise sectors has 
today become a widespread prob- 
lem. While dozens of surveys were 


conducted on the rise and rise of 


attrition in Indian industry, few have 
been able to get to the heart of this 
menace and suggest meaningful and 
long-term solutions. 

While attrition in India Inc. is 
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WHAT'S THE STUDY 


ALL ABOUT? 





e It's a partnership between BT 
and PeopleStrong to figure out 
why employees quit 


e The study will collect data from 
at least 100 companies across 
12 sectors 





e The study will collect data through 
exit survey, employee voice and data 
on HR practices 


e Participation is open to companies 
with at least 1,000 full-time 
India-based employees 


e The rib à from the study will 
be published in one of the 
forthcoming issues of Business Today 





high as 20 per cent (up to 40 per cent 
in the booming services sector), it is 
now accepted that the decision to 
quit rarely happens overnight. 
Initiatives such as exit interviews 
have become de rigueur across in- 
dustries, but results are not yet fully 
understood. Even today, there isn't a 
single comprehensive survey that 
provides an in-depth look into the 





reasons behind growing attrition and 
provides meaningful and sustainable 
solutions to this problem. 

To try to address these issues, 
Business Today has teamed up with 
PeopleStrong, an HR outsourcing 
provider and, for the first time, plans 
to survey at least 100 companies 
across 12 sectors for the "India 
Attrition Study 2008." Already, 50 
per cent of this capacity has been 
filled and companies across industry 
are queuing up to participate. This 
study will use three methods—exit 
survey, employee voice and people 
processes to cover—to collect data. 
Then using PeopleStrong's ADIEU 
(Affiliation, Development Initiative, 
Employability and Work 
Environment) model, this data 
will be analysed to crystallise findings 
on attrition. The results of this study, 
including Predictive Practices and 
Employee Experience Scores, will 
be published in one of Business 
Today's forthcoming issues, and will 
lead to the emergence of best prac- 
tices to curb attrition. 
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Delhi Metro's Miracle Man 


E. SREEDHARAN, NEW DELHI'S “METRO MAN", HAS 
been given a 16-month extension to his position as | 
head of the Delhi Metro Rail Corporation (DMRC). ง | 
The 74-vear-old engineer, the brain behind the 
Capital's rapid deployment of a mass transit system, 
made his name building the challenging Konkan 
line of the Indian Railways. His extension is being 
seen as a reward for performing what several still see 
as a miracle in a country, where public projects of- 
ten take several decades to complete. The second 
phase of the DMR project is slated to finish in 
2010, the year Delhi hosts the Commonwealth 
Games. But Sreedharan's work is far from over. i 
Almost every other metropolitan city in India, build- 
ing a mass transit system—Mumbai, Hyderabad 
and Bangalore—wants him on board. This tech- 
nocrat is unlikely to retire any time soon. 
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The Newsmaker 


ON HIS SIXTH VISIT TO INDIA, THE 77-YEAR-OLD MEDIA 
mogul, RUPERT MURDOCH, Chairman of News Corp, 
created quite a flutter in the Capital, and with good 
reason. Fach of his visits has been followed by 
some important development: his first visit in 1994 
was in the wake of his acquisition of Star Asia from 
a Hong Kong-based tycoon; his last in 2005 was fol- 
lowed by the government opening up the skies fur- 
ther, for foreign equity participation in DTH. And this 
time too, he has met both the Prime Minister and 
Congress Party President Sonia Gandhi. Though me- 
dia circles are buzzing with talks of a possible joint 
venture with a leading print publication (his group s 
[ไท 6 Wall Street Journal already has an exclusive 
content relationship with Mint of HT Media), there 
has only been denial from official sources. 
Nonetheless, it helps to keep the communication 
channels open as it's a matter of time before foreign 





investment norms in media are further relaxed. 


Balancing Act 
JIER THE LAST DECADE AND MORE, MOHAN SEKAR, 45, HAS SEEN THE RISE, FALL AND RE-EMERGENCE OF TH 

ir industry from close quarters. He has worked with Infosys, then with iGate and has witnessed the emet 

gence of India's disruptive offshore ir industry. While he quit his last job with iGate earlier this year and 

sharpened his golf skills by hitting the course four times a week. he could not stay away from action to! 


ong. So, three months ago, Sekar opted to jump back into the ir industry, as President and coo of Collabera, 


i $300-million (Rs 1,290 crore) ir services outfit. “We will invest in expanding our cons Ning 


prowess and want to move away from the preoccupation with onshore and offsite ratios,” he 
says. While Collabera has made three acquisitions in three years (Planet Asia, เต and Blue 


Hammock). Sekar believes there is “ample headroom for a profitable mid-tier player.” 
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In Top Deck 


AN INDIAN MIGHT JUST END UP RUNNING THE EURO 
40-billion Anglo-Dutch consumer goods company, 
Unilever. MANVINDER SINGH (VINDI) BANGA, 53 
(Right), Head of the Foods, Home and Personal 
Care arm across the world for Unilever, and HARISH 
MANWANI, 54, non-executive Chairman, HUL and 
also Unilever's President for Asia, Africa, Central and 
Eastern Europe regions, are in the reckoning for the 
post of the Group CEO at Unilever after the current 
CEO Patrick Cescau, 59, steps down in May 2009. 
Other contenders for the top job are James A. 
Lawrence, CFO, and Michael B. Folk, President, 
Unilever Americas. Unilever is likely to look for 
someone from within the company as its culture and 
the need to retain top talent is seen as critical. 
Banga and Manwani have over three decades of ex- 
perience with Unilever Group. When contacted, a 
spokesperson for HUL refused to comment saying this 
was speculation at the global level. 





CONTRIBUTED BY RISHI JOSHI, KI 


Trudging Uncommon Ground 


SHE'S A PUBLISHED AUTHOR, SUPPORTS AN 
philanthropic outfits (Arghyamm a 
Foundation), works with several non-p 

isations and even manages Pratham Bi 

lishing house. ROHINI NILEKANI, 48, wifi 
Co-Chairman Nandan Nilekani, has ad 

role to this plateful of responsibilities. She has turne: 
anchor for a show called “Uncommon Gi 

on NDTV. The show will see a face-off b 
leading corporate bigwigs such as Mukes! 

and Anand Mahindra on one side, and promi 

cial activists like Medha Patkar and Aruna Ro 
other, with completely different persp 
developmental issues. While Rohini wouldn 

to BT on her new role, we're guessing she's busy get 
ung ready to mediate in this no-holds-barre 





SHAN MITR 


RAHUL SACHITANAND AND 





Air bt leadership spotlight Vol.17, No.17, for the fortnight August 11-24, 
2008. Released on August 11, 2008. 


NAME: ! 

AGE: 63 

DESIGNATION: Vice Chairman & MD 
COMPANY: India Cements 





Risk Taker 


RICKFT HAS AT WAYS BEI EN. HIS PASSION THOUGH N SRINIVASAN HAS HI EN. INVOLVED WITH 

the sport for many years in various administrative capacities, he had kept it 

J away from his business. But this year, he decided to bid for, and bagged, the Indian 
Premier League’s Chennai franchise for $91 million (Rs 391 crore). Many pe: yple, especially 
AT aly STS, wonde TC d Woud 1$ TO W hv | cCemenrt i eS 1) shoul | invest in à cric ke * Team. 
Whar will be the return on investment? they asked. But by end-May, when IPL came to an 
end. the answer became clear. Though his team, Chennai Super Kings, led by Mahendra 
Singh Dhoni. lost in the finals, it had become a household name, not only in south India 
but also across the entire country, The timing was significant. India Cements, after 
dominating the market in south India, is all set to foray into the north by setting up plants 
ala. ^ in Rajasthan and Himachal Pradesh. “Super” ind “King” happen to be two major cement 

brands owned by India Cements | 

This is not the first rime that Srinivasan has showcased his ability to spot opportunities 


early ind eo after them Aggressn ely He did en wm PE ina 19906 w hen he ser out on an 


MK quisition hlit zke rieg. In rhree vears by 2000-01 India ( ements capacity had jumped to 


S milli n f wire from Just 2 ว ^ milli JA! LE )nrn ' 1n 19977 YS The exnDnans! ห ฬา "Ost Rs | S00 crore 


and was almost fully funded by 


E 


debt. Here again, many questioned his wisdom. To 
m ike matters Worse the foll wine three ye Irs were horrible tor him ind Indi 1 ( ements, 


4s cement prices crashed. Faced with hi uge interest costs and lower cash flows, India Cements 


IriS 





slipped into the red. But Srinivasan was soon proved right when d mand picked up in 2003- 
(4 and India Cements began to rake in profits. It wiped out its accumulated loss of Rs 300 


+> 4% 


money 
crore in little over a vear. Ask him about his team’s chances next season, and he says: “We 


rom your mobile will win.” That's not good news for his competitors both in IPL and the cement industry. 


N. MADHAVAN 


MS เร to 48219 





i Don’t wait till it’s too late. 


d The saying isn't ‘the late bird gets the worm’. Same with tax planning. | 
The earlier you begin, the easier it is on you. Which is why it pays to 
invest a small amount every month through a Systematic Investment 
Plan (SIP) in Principal Tax Savings Fund. It will take the bite out of | 
tax planning and also make March 2009 seem like a pleasant month. 





PRINCIPAL 
TAX SAVINGS 
FUND 














Funds 











To know more about this fund visit us at www.principalindia.com or call our Toll Free No - 1800 22 56i 


C2 
น 


Statutory Details: Principal Mutual Fund has been constituted as a trust with Principal Financial Group (Mauritius) Limited, Punjab Nationa! Bank and Vijaya | 
co-settlors. Sponsor: Principal Financial Services Inc., USA. Trustee: Principal Trustee Company Private Limited. Investment Manager Principal Pni 
Company Private Limited. Risk Factors: Mutual funds and securities investments are subject to market risks and there can be no assurance and no guarani 

objectives of Principal Mutual Fund can be achieved. As with any investment in securities, the NAV of the units issued under the scheme!s) can go up or dow pend 

! upon the factors and forces affecting the capital markets. Past performance of the Sponsor/ AMC/ Principal Mutual Fund/ Punjab National Bank/ Vijaya Bank 4 
indicate or guarantee the future performance of the Schemes of Principal Mutual Fund. Investment Objective: Principal Tax Savings Fund (An open-ended 1q nked 
Savings Scheme) To build a high quality growth-oriented portfolio to provide long-term capital gains to the investors, The scheme aims at providing returns throuoh caj 
appreciation, General Services: NAV will be declared on all business days and published in at least 2 newspapers. Investment in this scheme is subject t | . 

3 years from the date of allotment. Load Structure: Entry Load: Investments less than Rs.5 crores - 2.25%. Investments of Rs. 5 crores and above - Nil Dires 

. Systematic Investment Plan (SIP) - 2.25%, Direct Investment - Nil. Exit Load: Nil. Principal Tax Savings Fund is only the name of the Scheme(s) and dos 

indicate either the quality of the Schemels) or the future prospects or returns, The Sponsor is not responsible or liable for any loss resulting from the operat 

Fund beyond the contribution of an amount of Rs. 25 Lakhs towards setting up Principal Mutual Fund. Investors in the schemes) are not being offered 

assured rate of return or monthly or regular/periodical income distribution, and the actual returns and/or periodical income distribution of an investor will be 

distributable surplus. For scheme specific risk factors, terms of issue etc. investors are urged to read the Offer Document carefully and consult with their legal/ta 

advisor before they invest in the Scheme. Please refer the addendum on revision in features of SIP on our website. Copy of offer document of the schemels can be obte 

at the investor service centers of AMC and our Toll Free No: 1800 22 5600 and Website: www.principalindia.com Please read the Offer Document carefully before investing 
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SELLING WHAT THEY NEED. 


IBM helps major insurance companies develop flexible operations y they can offer elients 
personalized, dynamic services and bring down processing cos sat the same time. 
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